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Is Ready for Automotive Gas Turbine Engines 


The gas turbine engine will probably use less iron and steel. 


But... 


The steels required to build the smaller gas turbine engine are higher quality steels— 


high strength alloys and stainless. 


Republic is the largest manufacturer of alloy and stainless steels. The current expansion 


program increases alloy and stainless facilities. 


Skip this if you don’t like details 
Without pretending to know the details of the 
196X auto engine, it is safe to predict that: 
steel connecting rods will be replaced by 
forged stainless steel compressor blades and 
turbine buckets; 
the sheet steel muffler will be replaced by a 
high-quality, heat-resisting (probably stainless) 
exhaust system; 
the low-price iron combustion chamber will 
be replaced by a fine alloy steel burner chamber. 


Faster motion — higher heat 


The fastest automobile piston engine operates 
at about 5000 rpm—tops. 


The gas turbine will run at speeds as high as 
30,000 rpm. 


The hottest piston engine metal temperature 


is about 1500°F.—tops. The gas turbine will be 
around 1800°F. 


Whereas the jump in rpm is going to be about 
3:1, the stress jump will be about 9:1. And—to go 
from 1500° to 1800° is much more difficult than 
to go from 1000° to 1500°. The curve of problems 
is one of geometric progression. 


This is why so many of the parts will have to 
be made of high-quality forging stock—the kind 
of steel in which Republic excels. 


REPUBLIC STEEL cenerat orrices: Clevetand 1, OHIO 


Where diversification creates stability 








“Flowers - by-Telephone !” 


Many a good telephone idea is blooming these days 


An important part of our telephone job 
is the never-ending effort to help other 
businesses find new and profitable ways 
to use telephone service. 


One of these is sending flowers by tele- 
phone. Many florists have been doing it 
for years. The idea has come along fast 
since an expanded plan was worked out 
with retail florist trade associations and 
announced at their conventions. 


Telephone men all over the country are 
working with florists to help them share 
the advantages of Flowers-by-Telephone 
with their customers. And to see that they 
have the right kind of equipment for 


their needs, including color telephones to 
match their colorful floral displays. 


By talking directly to the out-of-town 
florist, the home-town florist can find out 
quickly just what flowers are available, 
arrange details that mean so much to the 
customer, and make sure the florist gets 
the order in time for delivery. In a two- 
way telephone conversation there’s little 
chance of a mistake or misunderstanding. 
And rates are low! 


Flowers-by-Telephone is just one of 
many examples of the growing use of the 
telephone and its ever-increasing value in 
business and the home. 


“Speeds Flowers the Personal Way” 
Florist in Worcester, Mass., uses big 
window display to advertise the send 
ing of “Flowers-by-Telephone.” 


Bel/ Telephone System (B) 





799,999 moisture 
checks to go 


ah oD " 
If this young lady checked the moisture in her 
flower pots as often as The American Tobacco 
Company checks moisture in cigarette tobacco, 
she’d do it 800,000 times a year. 

Too much moisture, or too little, can mean the 
difference between a cigarette that burns too 
slow or too fast, that tastes too harsh or too flat 
—and a cigarette that tastes just right. 

So the Research Laboratory of The American 


Tobacco Company has devised an efficient sys- 
tem of moisture control. In every one of our 
factories, there are moisture meters (see inset) 
which measure the electrical conductivity of the 
tobacco. This, in turn, reveals its moisture content. 

Every single minute of every working day, 
Lucky Strike tobacco is tested by one of these 
instruments—another reason why Luckies are 
the cigarette of matchless quality. 


FIRST IN CIGARETTE RESEARCH 
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SS 


One of the few places in the world 
where SOS has nothing whatever 
to do with distress at sea is at the 
American Stock Exchange, where 
it is simply the lettered designa- 
tion for Soss Mfg. Co. Soss is 
lucky. Over at the New York Stock 
Exchange, good-natured Pullman, 
Inc., must surely grin and bear it 
every time a lot of its stock is 
traded. Pullman’s unfortunate 
market monicker, which regularly 
flashes across the Trans Lux 


screens, goes by the rather sug- 
gestive PU. And 
must the All 


w 


what 
American Ex- 
change’s Niles-Be- 
ment-Pond feel 
when traders in- 
sist on cutting it 
down to NIL? 

We got to think- 
ing about the irony 
of all this the other 
day when it oc- 
curred to us how 
convenient it was 
that the Ford Mo- 
tor Co., a newcomer to the Big 
Board, should be stamped with the 
simple succinct symbol “F.” It oc- 
curred to us at the time that pre- 
cious few stocks are lucky enough 
to win a one-letter code name, 
there being only 26 letters in the 
alphabet to go around. And so we 
hied ourselves down to Wall Street 
and took up the matter of letters 
with an informative chap in the 
Floor Procedures Department of 
the New York Stock Exchange. 

No Plugs. Actually, he told us, 
the companies approved for list- 
ing have very little say about what 
their code names are to be. Pull- 
man, obviously, had nothing what- 
ever to say. Not a few, of course, 
hasten to make suggestions. Many 
would like to see their pet product 
get a free plug. This is never al- 
lowed. Our guess is that PET is 
Pet Milk only because it is the ex- 
ception that proves the rule. 

The final say-so on ticker sym- 
bol assignments is left to Exchange 
officials and the senior order 
clerks of member firms, who, after 
all, are the men who will have to 
live with the symbols. They take 
pains to see that a symbol under 
consideration has no counterpart 
on a rival exchange, and that it is 
not likely to be confused with any 
already assigned to a Big Board 


‘Os wis 
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Alphabet Soup 


listee. It’s not difficult to see how, 
in the hasty scribbling of orders, a 
request to buy 100 shares of KSU 
(Kansas City Southern) could 
easily be confused with KSV. So 
there isn’t any KSV. 

Our man at the Exchange told us 
further that, wherever possible, 
the first letter in the code name 
corresponds with the first letter in 
the corporate name. After that, 
judging by the pot of alphabet 
soup containing everything from 
ABT (Abbott Laboratories) to ZE 

(Zenith Radio) that 
the Exchange ladles 
out, it’s every let- 
ter for itself. And 
unless a stock is 
expected to be very 
heavily traded, it 
usually gets three 
letters — which 
doesn’t explain why 
Colonial Airlines— 
CNAL—has four. 
The Letter. When 
comes to one- 
letter symbols, we 
discovered that: 1) I, O and W, 
standing alone, are somehow nev- 
er used; 2) K, formerly Packard, 
is currently going begging; 3) Q 
means a firm is bankrupt (sole 
current holder: QHXR’s Hudson 
& Manhattan Railroad). For no 
reason anyone now around can re- 
member, X marks U.S. Steel, and 
for the same reason, Y is Alle- 
gheny Corp. and Z is Woolworth. 
The reasoning here seems to be 
that those symbols were assigned 
so long ago that they are now tra- 
ditional—and who wants to bandy 
around with tradition? 

Given X for Steel, it’s not much 
of a leap to XA for Crucible Steel. 
But how do you square that with 
IAD for Inland Steel, and YB for 
Youngstown Sheet & Tube? We 
can see JOY for Joy Mfg., OAT 
for Quaker Oats and even HAT 
for Hat Corp. of America. But 
where, in the case of Chicago Yel- 
low Cab, did TXY come from (un- 
less it is a mongrelization of 
“TAXI”)? And how do you get 
KSF from Quaker State Oil? 

Our favorite symbol is HER for 
Helena Rubinstein—no one could 
argue about the symbolism behind 
that one. But for the rest, we sub- 
mit that it’s all rather confusing, 
that’s ALL (which, by the way, 
stands for Adams-Millis Corp.). 











How I hate to wait 
at the stamp window! 


Gets the mail--and 


me-- out on time! 


Also makes percel post 
mailing easier! 


Electric model 


Offices in 94 cities 
in the U.S. and Canada 


Gets rid of 
lick and stick 
mailing ! 


a 


Now every office 
can have one! 


Today even the smallest office can have a 
postage meter...and get rid of adhesive stamps 
and lick-and-stick mailing—for good! 

Now there’s a desk-model postage meter, the 
DM —that prints postage as you need it, for any 
kind of mail. It always has the right stamp! 

The DM is easy to use. Insert the envelope, 
dial the amount of postage you need, press the 
lever—and the letter is stamped and 
postmarked. It prints postage for parcel post, 
too, on special tape. With every meter stamp, 
you can print your own small ad, if you want one. 
And there’s a moistener for sealing envelopes. 

Metered mail doesn’t have to be cancelled 
in the postoffice, can get on its way faster. 

Postage in the meter is protected from loss, 
damage, theft... automatically accounted for. 

You don’t have to send out a lot of mail to 
use a meter. One DM user in three spends 
less than $1 a day for postage! 

There’s a meter model, hand or 
electric, for every office. Ask the 
nearest PB office to show you. 

Or send coupon for free booklet. ( 
s 


FREE: Handy desk or wali chart 
of Postal Rates, with parcel 
post map and zone finder. re: 


A £F 


: 
POOR) (> ox TA 03 
ad. \ anit 
wert) tray poe? 
Pitney-Bowes, INc. ——— 


1711 Pacific St., Stamford, Conn. 
Send free CD) booklet, GQ Postal Rate Chart to: 


ugk 
> 


Name 





Address 








TRENDS & TANGENTS 


Disenchanted by sagging beer sales, 
which have resulted in a loss for the 
past four years running, Pittsburgh’s 
Fort Pitt Brewing Co. will get into a 
new business by buying a pair of 
men’s overcoat manufacturers (Jacob 
Siegel Co., Windsor Overcoat Co.). 


| The brewer has already told stock- 


holders that, pending their approval. 
it intends to add 500,000 shares to its 
1,250,000 shares now outstanding. 
swap 41.7% of them plus some $2.5 
million in cash for control of the 


| coatmakers. 


Business failures in the U.S. cloth- 
ing industry hit a postwar high of 130 
insolvencies last March despite the 
high level of business activity. 
Furthermore, says the apparel indus- 
try’s Credit Exchange, Inc., failures 


| will continue to rise steadily from now 


until June. 
. * ° 
Tire Yarn War. A price war reminis- 


cent of olden days seems in full swing 
this time between high-tenacity ny- 


| lon/rayon tire yarn makers. DuPont, 


hoping to gain a larger share of the 
tirecord market for its nylon (cur- 
rently used in about 10° of U.S. tires). 
slashed nylon cord price 18c a pound 


| to $1.30, forced Industrial Rayon to cut 


its rayon cord prices almost 10% to 
63c a pound. DuPont cut its rayon 


| cord to 6lc, prompting rayonmaking 


Beaunit Mills to whack off another 
dime. At 51c a pound, the loss of profit 
to the big five rayonmakers is esti- 
mated at $50 million annually. 


Paradox in current prosperity pic- 
ture is the drop in diamond sales. First 


| quarter volume of DeBeers Consoli- 


dated Mines fell 24% to $47 million. 
The slack has been just about as 
noticeable in gems and _ industrial 
stones. Said one diamondman: “Pro- 
ducers are holding back because of 
heavy taxes in various consumer 
nations.” 


Foam rubber is headed for a 10% 
price slash within the next few weeks. 
Production last year was up 20% over 
1954, to a record 225 million pounds. 
And natural rubber latex, a principal 
ingredient, last month slipped below 
406 cents a pound in price. Many 
would-be customers are delaying their 
purchases to take advantage of a price 
cut. 

(CONTINUED ON PAGE 9) 
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COPPER gives you more to talk about 


Are you in a business whose product needs con- 
stant selling? Most products do. 

Perhaps yours must be sold to many people. . . 
your own sales organization . . . distributors, re- 
tailers, consumers. 

Copper gives you more to say for your product. 

And especially where you’re selling against com- 
petition, copper can make the difference. 

For no substitute possesses the combination of 
characteristics you get ... and offer . . . in copper 
and its many versatile alloys. 


Today, as always, the phrase “‘made with copper” 
signifies qu/ity. 

That’s because people’s experience with copper 
is favorable. There is no doubt about copper’s 
performance. 

If mere acceptance isn’t enough for your product 

. if competition makes preference important . . . 
give yourself the advantage of copper or one of its 
many alloys. 

You will find that COPPER gives you more to 
talk about—helps you sell! 


COPPER & BRASS 


RESEARCH ASSOCIATION 
420 Lexington Avenue, New York 17,N. Y. 


.. AN INDUSTRY SOURCE OF TECHNOLOGICAL AID, INCLUDING A LIBRARY OF TECHNICAL LITERATURE AND A COUNCIL OF SPECIALIOTS 


COPPER OR ITS ALLOYS PROVIDE THESE ADVANTAGES: 


Best conductor of “ie 
electricity commercially ~ \ - 
‘lab a a 


resistance 
~_—— 
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Best heat transfer 
agent of all 


= @ 


Easy to machine, 
form, draw, stamp, 
polish, plate, etc. 


= + ey & 
wanton ont and oie 


~@ 





Magnifying glass reveals clusters of tiny color dots comprising faceplate 
of TV picture tube at Sylvania’s Seneca Falls, N.Y., plant. 


A million color dots 
can't be wrong 


Take more than a third of a million 
tiny holes, each .01 inch in diameter, 
far smaller than the point of a needle. 
Place them in perfect alignment with 
an equal number of clusters of red, 
blue, and green phosphor dots—and 
you have the basis for one of the elec- 
tronics industry’s most promising de- 
velopments: color television. 


Such is the precision required in a 
Sylvania color picture tube—the heart 
of a TV set. This strong attention to 
product quality is reflected in our posi- 
tion as one of the top two producers of 
TV picture tubes. Nearly 13,000,000 


black-and-white tubes have been pro- 
duced for Sylvania sets, other leading 
brands, and the replacement market. 
And now color tubes are in commer- 
cial production. 

Sylvania’s nearly 2,000 scientists 
and engineers and many thousands of 
technicians, are constantly pioneering 
in new fields. In 44 plants and 16 lab- 
oratories, in 41 communities through- 
out the country, they are developing 
new techniques and finding better 
ways of doing more things for more 
people—in television, lighting, radio, 
electronics, atomic energy. 


Inserting the aperture mask within the TV 
color tube face panel. Holes are approxi- 
mately .01 inch in diameter, are placed 
in an equilateral array, .028 inch apart. 


To achieve alignment, the red, blue and 
green dots of phosphor are “photographed” 
onto the faceplate through a mask. Micro- 
scopic inspection follows each step. 





MW SYLVANIA 


Sylvania Electric Products Inc., 1740 Broadway, New York 19, N.Y.; 
Sylvania Electric (Canada) Ltd., University Tower Building, St. Catherine Street, Montreal, P. Q., 
Sylvania International Corporation, 14 Bahnhofstrasse, Coire, Switzerland 


LIGHTING « ELECTRONICS «+ TELEVISION * RADIO + ATOMIC ENERGY 


Here a Sylvania technician uses ultra- 
violet light and a powerful microscope to 
inspect the finished color TV screen. 





TRENDS & TANGENTS 


(CONTINUED FROM PAGE 6) 


Designed to help lift the island’s | 
pitifully low standard of living, Puerto | 
Rico's “Operation Bootstrap” has | 


achieved encouraging results. U.S. 
companies have already spent more 


than $150 million to open nearly 409 | 
new branch plants employing some 
30,000 islanders. Moreover, a recent | 
survey showed that the Puerto Ricans | 
prefer the new factory jobs to agricul- | 
tural work, dispelling some fears that | 
they could not adapt to industriali- | 


zation. 


A runaway bull market may be de- | 
veloping in Japan. The Tokyo and | 
Osaka stock exchanges set new records | 
last month both for prices and trading | 


volume and apparently are heading 


still higher. So far warnings from the | 
Bank of Japan that speculation is get- | 


ting out of hand have done little to 


slow down the rampaging bulls. Steady | 


improvement in Japan’s economic 


position and a heavy inflow of bank | 
and insurance money into the stock | 
market seem to be the principal fod- | 


der for the Nipponese bulls. 


The U.S.’s chain and mail order 
houses rang up an average gain of 10% 
for the first 1956 quarter, and a 14.4% 


rise for March. It was the nineteenth | 


consecutive monthly increase on a 
year-to-year basis, and the biggest 


boost since the Korean scare-buying | 


spree in 1951. Biggest gainer: the 
G. R. Kinney shoe chain, up more 
than 68% over the like 1955 month. 


Sto-« purchase plan for salaried em- 
ployees, initiated at General Motors | 
last October, now has 88% participa- | 


tion. GM had contributed $10.7 million 
under the system by year’s end. Ford, 


which two months ago started a similar | 
plan as a top inducement to cream- | 


of-the-crop personnel, now has an 


enrollment of about 80%. Latest auto- | 


maker to swing along with the plan: 


Chrysler. 
. . * 


Folding paper box shipments in the 
first two months of this year were at 
a five-year peak. Valued at $73.4 mil- 


lion, shipments ran 15% higher than | 
in the same period of 1955. Main stim- | 


ulus: cartons for self-service products 
such as cigarettes, hardware, flowers 
and textiles, 
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@ Ohio Valley rock salt is the basic material 
for much of the chemical industry in the 
AMERICAN RUHR. Reserves of roundly 600 
billion tons could supply the nation’s needs 
for thousands of years. Too, vast natural 
brine reserves widen the range of salts 


SPECIAL STUDY available for modern chemical production. 
“Look where a site . ; 
is production-right”’ Get the facts on production-right plant 


ON REQUEST FROM 
B&O RAILROAD 
BALTIMORE 1, 


sites in this bountiful B&O area. See sites at 
MD. your desk—airviews, and 3-dimensional 
color. Ask our man! 


YOU CAN REACH HIM AT: 
BALTIMORE 1 LExington 9-0400 
NEW YORK 4 Digby 4-1600 CINCINNATI 2 DUnber 1-2900 
PITTSBURGH 22 COurt 1-6220 CHICAGO 7 WAbash 2-2211 


Baltimore & Ohio Railroad 


Constantly doing things —better! 





———— 
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Everybody’s 
Bidding for It! 


BLENDED SCOTCH WHISKY 86.8 PROOF 
THE FLEISCHMANN DISTILLING CORPORATION 
NEW YORK + SOLE DISTRIBUTORS 


| 
} 
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READERS SAY 


Favorite Fifty 


Sm: In running the so-called Favorite 
Fifty list [Forses, April 15] you call this 
the experts’ choice listed by dollar value 
invested. . . . what you are really listing 


| are the fifty favorite stocks on the basis 


of current market valuation, not on the 


| basis of original investment. 


There is a very great difference. .. . 


You might find that the amount invested 


| in American Telephone originally was 


not so far different than the amount in- 


| vested in Amerada, let’s say, but Ame- 


| Sir: 





| New York, N. Y. 





rada went up a great deal and American 
Telephone went up very little, or not at 
all. I think the value of this list could be 
very much increased by carrying both 
figures. Or, if you want to carry it as it 
is, it should be properly labelled. 

—G. M. Loes 


| New York, N. Y. 


Famed Wall Streeter Loeb has an in- 
teresting point. Forses, however, main- 
tains that the investment companies, 


| theoretically at least, are free to sell 


their holdings at current market prices. 
In this sense, that price can be thought 
of as the dollar value invested.—Eb. 


Tax Semantics 


I was interested in the letter of 
reader Jan Sczymanski in which he 
states that “Evans recommendations [for 
a graduated tax on corporation income, 
Forses, March 15] make a lot of sense, 
but how does he expect to gain advocates 
by using the word ‘progressive’?” .. . 
Mr. Evans has not used the wo 
‘progressive’ at any time. As a matter of 
fact I’m not sure that technically it is the 
correct word. In his speeches Mr. Evans 
has consistently called it a “graduated 


| corporate income tax.” 


—Puiurr C. WALLACH 


| Public Relations & Advertising Director, 


H. K. Porter Co., Inc. 


Mr. Wallach is right. Reader Sczy- 
manski attributed to Forses a slip which 
only he himself made. Neither Forses nor 
Mr. Evans referred to the graduated in- 
come tax as anything else but a grad- 
uated income tax.—Eb. 


The $100,000 Question 


Srr: All of us at Paine, Webber were 
much interested in the column you had 
on our protege Leonard Ross (Forses, 
April 1) . . . Henri de LaChapelle, one 
of our Los Angeles partners, was re- 
sponsible for stimulating his interest in 
the market by answering thousands of 
questions and providing him with the 
literature he has so effectively devoured 
... Thought you would be interested ... 
—LUTTRELL MACLIN 
Paine, Webber, Jackson & Curtis 

New York, N.Y. 

Forses is, thinks its readers would also 
like to know that after flubbing one $50,- 
000 question, young Analyst Ross was 
“rescued,” went on to win $100,000.—En. 


Burroughs & ElectroData 


Srr: I was very much disappointed in 
reading your April 15 lead article [on 
Burroughs Corp.] in finding two errors 
which I feel should be corrected. 

(1) Burroughs in 1955 brought down 
5.5% to net, but your article mentioned 
only 3.6%. 

(2) You mentioned that Burroughs 
would swap two shares of its own stock 
for one ElectroData and it is just the 
other way around. 

This is very confusing. 

—A.rreD F. ReEvson, JR., 
Courts & Co., 
Investment Securities. 
Atlanta, Ga. 


Right Track 


Srr: In your Readers Say Column in 
Forses, April 15 issue, Scott Paper is 
mentioned as a good stockholder-rela- 
tions company because of the sample 
package they send to stockholders. This 
is a pretty good yardstick of manage- 
ment alertness... 

Dixie Cup sends me a dispenser and 
sample cup assortment for the kitchen 
‘ . American Cyanamid sends some 
fertilizer for our asparagus which will 
also kill the weeds. I have no doubt both 
of these companies will prosper. Look 
what happened to Baldwin Locomotive— 
and they never sent samples to their 
stockholders! 

—Joun M. MEEKIn 
Valencia, Pa. 





NEXT ISSUE: 


boom go on forever? 


Single Copy 50¢ 





HOW HICH THE BOOM? The aluminum industry is riding so high, wide 
and handsome that even the congenital pessimists are cheering. 


Forses, 80 Fifth Avenue, New York 11, N. Y. 
Please send me Forses for a whole year. 


(0 Enclosed is remittance of $6. [j I will pay when billed 


Foreign $4 a year additional. 


But can any 
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Enjoy a “top’s down” feeling of excitement 
in this distinctive 4-door hardtop 


THE BIG RA PAaceton 


Most beautiful 4-door hardtop of them all! Excitingly different 
styling. Better visibility—with extra viewing area for rear-seat 
passengers. Easier entrance and exit. Compare the Phaeton for dis- 
tinctive styling, visibility, comfort with any 4-door hardtop on the 


market. See why the big move is to THE BIG IAA ERCURY 


A MAGNIFICENT VALUE IN THE FORD FAMILY OF FINE CARS 


MERCURY DIVISION—-FORD MOTOR COMPANY 
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Lets be honest about tt... 
the price ts what sold me 
on microfilming 


eeeeeeee SOCORRO EEE E EEO E TEETH HEHEHE EEO E HEHE EEES 


z Ask any new user of up-to-date Burroughs microfilm- 
And wu sell yCUu, LOO / ing, and he’ll make no bones about it. The reason 
he now microfilms (the reason you can, too!) is that 
Burroughs offers everything you need at a 
: Y price easily within your reach. 

for the NEW Micro -Twin In fact, the new Micro-Twin, precision-built by 
-) Bell & Howell, costs substantially less than any 
° other up-to-date, complete microfilming system. 
vECOr er reader COSIS lE88 And it’s so wonderfully advanced and compact— 
t ‘han Ou Py Jat t t ~“ eet both a ae or gee in -_ unit. 
Simple to operate? You bet! To photograph, you 
Y 7” GF: CXPEC 0 merely load up the automatic feeder. Then, one 
/ after another your documents automatically peel 
pay jor a recorder alone. off into the Recorder. To view filmed records, just 
twist a knob and rely on the exclusive Indexing 
Meter to help find the item you want. Facsimile 
prints? Of course! You make full-size ones right in 

the Reader—develop them without a darkroom. 
All of which adds up to the fact that certainly 
you can afford to microfilm! Call our nearby branch 
office. Ask to see the fabulous Micro-Twin or, if 
you prefer, the low-cost Model 205 Recorder and 
separate Model 206 Portable Reader. Burroughs 

Corporation, Detroit 32, Michigan. 


Belle Howell Burroughs 


“Burroughs” and “Micro-Twin™ are TM's 
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“With all thy getting, get understanding” 


FACT AND COMMENT 





by MALCOLM S. FORBES 


STOCK DIVIDENDS—MORE AHEAD 


Despite tremendous investment in the past postwar 
decade, industry today needs huge amounts of additional 
capital. Multi-billions of dollars are required for moderni- 
zation, replacement, research, developing new markets 
and products. Growth can only be nurtured with cash. 

One prime, immediately available source of funds is a 
company’s own earnings. To conserve this money-in-the- 
hand for reinvestment in the company itself, more cor- 
porations than ever before will resort to stock dividends, 
either in lieu of cash or to supplement regular dividends. 
Most soundly managed companies with increasing profits 
cannot ignore paying out a reasonable share of earnings. 

There is always considerable debate in Wall Street as 
to whether or not a stock dividend in fact is a “real” 
dividend. The New York Stock Exchange has a reasona- 
ble standard for differentiating between a stock split and 
a stock dividend: any distribution amounting to less than 
25% of the outstanding stock is classified a dividend, 
above 25%, a stock split. The trend toward stock divi- 
dends is clear in the record of the past ten years: 
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As to the benefit to the shareholder of dividends in 
securities, the New York Stock Exchange has released a 
most interesting compilation. The Exchange’s experts 
picked at random twenty securities from the lengthening 
list of those paying frequent stock dividends in the past 
decade. The list ranges from Crucible Steel, with 16, to 
others with 4. 

If 100 shares of each of these issues had been purchased 
at the close of 1945, an investment of $62,262 would have 
been required. Ten years later that investment—presum- 
ing all shares received as stock dividends had been re- 
tained—would have been $130,362—a capital appreciation 
of 109.3%. Additionally, 11 of the 20 issues paid one or 
more cash dividends every year, and the other nine paid 
some cash dividends during that decade. 

Of course, as the Exchange points out, far more com- 
panies which paid no stock dividends recorded larger 
advances than those in the accompanying list. Since it is 
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likely that the roster of companies issuing stock dividends 
will grow quite rapidly during the next few years, it is 
sensible to know the effect of such procedure in the past. 

One thing seems certain: most investors seem well 
pleased with the receipt of additional shares as dividends. 


20 LISTED COMMON STOCKS WHICH PAID 
FREQUENT STOCK DIVIDENDS DURING 
THE DECADE 1946-1955 


No. of 
Stock No. of Shs. Per 
Divs. To Which Cent 
Paid In 100 Change 
10 Year Grew By 12/30/55 from 
Company Period 12/30/55 Market Valuet 12/30/45 
+-358.7 


+ 2.4 
— 13.9 
+ 50.0 
+ 66.9 





Addressgraph-Multi. — 5 116 
American Bosch Arma Corp. 5 130 
American Mach. & Foundry* 7 118 
Bush Terminal Co. 125 
Cerro de Pasco Corp. .... 128 
Colgate-Palmolive* 122 
Colorado Fuel & Iron .... 135 
Columbia Pictures 168 
Crucible Steel Co. 151 
Ferro Corp.* 136 
Fruehauf Trailer Co.* .... 132 
General Time Corp.* 146 
Mead Corp.* 137 
National Gypsum Co.* .... 110 
Pitts. Coke & Chem.* .... 110 
Pittsburgh Steel Co. ...... 133 
Republic Aviation ........ 146 
Stokely-Van Camp ...... 140 
Suan GE Ca* .... _ 299 22,425.00 +-218.1 
White Motor Co.* 137 5,325.88 + 34.8 


*—Paid one or more cash dividends each year, 1946-1955, inclusive. 


t—100 shares. 


THE ESSENCE OF LEADERSHIP 


A leader is plainly supposed to be someone who leads 
the man who has the responsibility for final decisions in 
whatever echelon he is operating, be he head of a giant 
corporation or foreman of a very small segment within it. 
But exercising leadership effectively is a delicate mat- 
ter, and ofttimes has formed the shoal which has sunk 
promising executives as they exercised their first post 
of full command. Endless “How to do it” tracts and 
much profound philosophy have been written on the 
subject. There are two schools of thought. The first 
lays greatest stress on decision-making—making up one’s 
mind, accepting responsibility and proceeding full steam 


$14,964.00 
2,356.25 
3,141.75 
2,062.50 
8,304.00 
7,381.00 + 60.9 
4,100.63 +-136.0 
4,389.00 + 56.8 
8,172.88 + 76.2 
4,607.00 + 46.3 
7,425.00 +110.6 
4,562.50 + 19.3 
9,795.50 +345.3 
5,651.25 +-126.1 
2,777.50 +-167.7 
3,807.13 +-162.6 
6,278.00 +-274.8 
2,835.00 + 10.1 
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ahead. The second school of thought lays greater stress 
on the conference method—hearing all sides, reconciling 
conflicting views, reaching a consensus of judgment. 

In many matters where there is a conflict of views, the 
“give and take” approach often covers indecision and 
sometimes results in a course unsatisfactory to all con- 
cerned. There are obvious dangers in the “strong execu- 
tive” procedure. But if the decisions too often are wrong, 
the leader is changed; frailties are promptly found out. 

There is currently a great quantity of stuff being cir- 
culated to leaders from the foreman level right on up 
with greatest emphasis on conferences, conciliation, 
“meeting of minds.” Obviously, this approach has its 
place in deciding between varying courses recommended 
by subordinates. A full hearing is in order, but the boss’s 
prime responsibility is to make a final decision. 

In two instances the military offers contrasts to busi- 
ness on the subject of leadership. I remember vividly 
as an infantry recruit jumping about executing some of 
the most stupid commands imaginable from our squad 
corporal. By the time we were through basic training, 
however, we knew blamed well the importance of obey- 
ing an order from a leader in combat. “Theirs not to 
reason why, theirs but to do and die.” In business such 
an elementary approach to leadership has no place. Ex- 
plaining the whys and wherefores of a decision in con- 
ference is a first essential. 

Other than in battle, the armed services have another 
approach to leadership: duck the responsibility for a 
decision. To avoid getting in trouble every leader from 
the lowest echelon on up learned systematically to buck 
up through chain of command responsibility for decision— 
platoon to company, company headquarters to battalion, 
battalion to regiment, regiment to division, division to 
corps, corps to Army and finally, the matter of whether 
or not pants could be tucked inside or outside combat 
boots ended up in the Pentagon. Here the cycle was re- 
versed by this final decision: “The matter is left to the 
discretion of the appropriate Command.” 

To avoid making decisions is a most effective means of 
losing leadership. 

x 


TEACHING ECONOMICS EFFECTIVELY 


The need to spread an understanding of exactly how 
free enterprise functions has long been recognized. 
Elaborate, expensive programs have been put forth 
from time to time. Various organizations with assorted 
motives have gone all out in one direction or another. 
Some efforts have been modestly—very modestly— 
fruitful. But, by and large, the sur- 
face has been barely dented. At 
times, when ill-conceived national or 
state legislation that would shackle 
the free functioning of American en- 
terprise is put forth, thoughtful 
leaders in the business community 
are galvanized into action. When 
the immediate crisis passes, they 
scratch their heads and wonder how : 
such things can happen. Seiaberidriee Gente 

The most effective teaching method we have yet 
learned about is the program Senior History Teacher 
Edward Schweikardt is carrying out in the Nyack High 


Teacher 
Schweikardt 
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School, Nyack, New York. He was trying to make his 
students truly understand economics—money and bank- 
ing, business organizations, taxes, national income, gross 
national product, and all the other jargon which is used 
to explain what goes on when some people form a 
“company,” create jobs to make something that will be 
sold to other people. Schweikardt’s idea was a simple 
one. The students anted up 25 cents apiece; five were 
named “brokers” and they selected for purchase one 
share of American Zinc, Lead and Smelting Co. Cost: 
$18.50. The final selection was preceded by a full analy- 
sis by the “brokers” to their fellow investors of the rela- 
tive merits, performance, earnings and outlook of a 
number of securities. 

Writes Mr. Schweikardt: “What happened after that 
can be told in a series of brief statements. 

“First to arrive was Montgomery Scott & Company’s 
notice of purchase, showing the price of $18.50. The 
students were amazed that a brokerage firm would give 
attention to one share. Here in one brief experience the 
students were dispelled of the idea that a person had 
to have a lot of money to hold ownership in a business. 

“Next, arrived the one share of actual stock—big and 
beautiful—one share of American Zinc, Lead and Smelt- 
ing Company. It was immediately displayed on the 
classroom bulletin board and is still there. The pride of 
ownership was readily detectable. . . . 

“Two large graphs were made, one showing the daily 
fluctuations of the stock and the other showing the 
volume of shares of American Zinc traded each day. 
What an incentive this was! The financial page of The 
New York Times rivaled the sports page in student 
interest. Now the questions came fast—what 
stock go up? What made it go down? 

“Then came the first dividend check from American 
Zine for twenty-five cents. A 25c check drawn on the 
Bankers Trust is not a particularly impressive looking 
thing but when the students figured it out in terms of 
yield, this was something different. A 5.4% yield rang 
a bell. . . . Until then, $18.50 had chalienged a student 
only to the extent of what it could buy or where he 
could go on that amount of money. Here now was proof 
that $18.50 could mean ownership and production. 

“There were many results beyond all this. There was, 
for instance, a whopping big lesson in the mechanism of 
investing and corporation finance. The financial state- 
ment from American Zinc meant something to each 
student in gross, net, cost of operation and government 
taxes because all this was happening to the company he 
owned. The students talked about the project in their 
homes, and parents who had never thought of investing. 

“It is now months since the original purchase and the 
students still watch the graphs and study the financial 
pages to see how their company is doing. Not many 
lessons live so long in student interest. American Zinc 
has declared another dividend and automatically the 
whole process of investment and ownership renews itself. 

“So, American Zinc stepped into a class room and into 
the lives of many students, teachers and parents. Eco- 
nomically it was an $18.50 investment with a 25 cent 
dividend quarterly, but educationally it was an $18.50 
investment in American Zinc that yielded a million 
dollar dividend in helping hundreds of people under- 
stand what makes their nation tick.” 


made 
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How the Glidden “Naval Stores Division” 
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became a new chemical industry 


When steam came in, sail went out— 
and with it went the major market for 
naval stores. Yet today, the Glidden 
“Naval Stores Division” is not only 
very much alive but growing! Reason 
— Glidden research focused on the 
problem of finding new uses for pine 
tree products and derivatives. 
Glidden research has significantly 
advanced the knowledge that turpen- 


CHEMURGY 





tine and rosin could be economical 
and practical sources for useful 
resins, terpene chemicals, chemical 
intermediates and other products. An 
expanding chemical enterprise 
evolved —in fact the Glidden Naval 
Stores Division today is known as 
the Southern Chemical Division. 
Few industries have so bright a 
future. Glidden chemical research 


CHEMICALS - PIGMENTS - METALS 


constantly uncovers ways to reach 
new markets by providing new syn- 
thetics and contributing to new proc- 
esses. To keep pace with this growth, 
Glidden has steadily increased 
research and manufacturing facili- 
ties—and more are already under 
construction. 

The Glidden Company, 934 Union 
Commerce Bldg., Cleveland 14, Ohio. 


DURKEE FAMOUS FOODS 





SOUTHERN CHEMICAL 
Naval Stores; 
Terpene Chemicals; Resins 


Pigments and Metal Powders For Food Processors; 


for Industry 


For Consumers; Product Finishes; 
Industrial Maintenance; All Surfaces 


Soybean Derivatives; 


Grain Merchandising Restaurants; Consumers 
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BAKED BEANS 
BUNKER HILL 
ATOMIC SUBMARINES 
REVERE 

PLASTICS 

JET ENGINES 
PILGRIMS 

INSURANCE 
AIRPLANE PARTS 

ee ee 

HARVARD 

YALE 

WINDJAMMERS 

TEA PARTY 
CRANBERRIES 
INVESTMENT TRUSTS 
BAR HARBOR 

IPN cS 3) lele)s) 
ELECTRICAL MACHINERY 
INDUSTRIAL RESEARCH 
ELECTRONIC COMPUTERS 
THE BROAD *‘A”’ 
INDEPENDENCE 
STABILITY 

OLD MAN OF THE MOUNTAIN 
SKILL 
UNDERSTANDING 
DEVELOPMENT CREDIT 
ADAMS 

WEBSTER 

HANCOCK 

LAHEY CLINIC 

HIGHER INCOMES 
SILVERWARE 

JEWELRY 

LEATHER 

PAPER 

CUTTING TOOLS 
BANKING 

TEXTILES 

SHOES 


NEW ENGLAND ELECTRIC 


wants you to 


come share the heritage, 


good living 
and new activity 


in New England. 


OF. of an OO) 8) 


Already one of the nation’s largest 
electric systems, New England 
Electric is investing nearly one 
million dollars weekly in con- 
struction to keep pace with the 
power demands of a revitalized 
New England. 


Come vacation in New England 
this year. Your children will gain 


better understanding of freedom 
and democracy from such an “on 
location” history lesson. 


And you can see for yourself the 
good living and good profit, skilled 
labor and strategic plant sites that 
are yours when you invest your 


future in the new New England. 


NEW ENGLAND ELECTRIC SYSTEM 
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“GOOD DEMOCRATS” EATON AND HARRY 8S. TRUMAN: 
the basis of fellowship is mutual admiration .. . 


HIGH FINANCE 





THE LAST TYCOON 


A multimillionaire at 27, worth $100 million at 48, Cyrus 
Eaton saw his industrial empire go to smash in the Depres- 
sion. Today, at 72, the man Wall Street wrote off as finished 
is America’s most imaginative—and enigmatic—billionaire. 


Cyrus STEPHEN Eaton, 72, is a man 
with a talent for amassing money, a 
genius for organizing industrial em- 
pires, and a stubborn resilience in the 
face of adversity. Combined, they 
have enabled him to turn seemingly 
crushing defeats into stunning tri- 
umphs. Quite certainly, he is Amer- 
ica’s most unorthodox billionaire, and 
very probably its only self-made one 
outside the oil business. 

A Bygone Breed. He is the last of 
yesterday’s great tycoons. But nearly 
three years ago when Utility Magnate 
Harrison Williams died, a newspaper 
columnist could write, quite forget- 
ting Eaton: “With Williams passed 
the last of the great financial moguls 
of the Twenties.” The truth is: Wil- 
liams was the next-to-last; Eaton is 
the last. 

In his lifetime Eaton has built two 
great fortunes. He lost the first in the 
Great Debacle of 1929, but he built 
a still greater one from its ashes. To- 
day, by his own estimate, Eaton is 
master of an empire worth more than 
$2 billion. He controls more iron ore 
than any other man in North Amer- 
ica or, for that matter, the world. He 
is among America’s twenty wealthiest 
men. But what makes him unique 
among the U.S.’ big rich is that he has 
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built up his huge personal stake, 
nearly single-handedly, in less than 
25 years. 

Phoenix Reborn. In this day of pro- 
gressive taxation, professional cor- 
porate management and watchdog 
government agencies, it takes an im- 
mense stretch of imagination to reach 
back to the last days of the great ty- 


CAPTAIN OF INDUSTRY: 
out of ashes, a Phoenix 


JOHN L. LEWIS & FRIEND: 


. and mutual aid 


coons—the era in which John D 
Rockefeller, Sr., J.P. Morgan, Charles 
M. Schwab, Samuel Insull and the 
Van Sweringens loomed like colossi 
over the U.S. industrial Yet 
Eaton’s career spans this vast dis- 
tance. Among that memorable com- 
pany, Eaton strode as a peer among 
peers, an epic battler among battlers 
Alone among them Eaton has sur- 
vived—far more powerful, far more 
wealthy, and certainly far more se- 
cure than at his seeming prime thirty 
years ago. 

For much of the Thirties, and all of 
the Forties, Eaton was almost 
ible on the industrial scene. In 
the Fifties he has again emerged. But 
the image he presents is deceiving. It 
is as chairman of, and largest stock- 
holder in, the coal-rich Chesapeake 
& Ohio Railroad that he is known to- 
day; as friend and financial ally of 
Maverick Railroader Robert R. 
Young; as the prime mover in devel- 
oping the fabled Steep Rock Iron 
Mines; as controlling stockholder in 
West Kentucky Coal, the U.S.’ third 
largest bituminous miner; as a major 
stockholder in a great melange of util- 
ity, mining, transport, paint and other 
industrial enterprises. 

Silent Man. Viewed as such, Eaton 
loses his individuality and becomes a 
perplexing puzzle. His stubborn cre- 
ativity, his mastery of organizational 
strategy, his unequalled shrewdness 
in judging fundamental economic 
values, his imaginative venturesome- 
ness, his astounding and lonely per- 
sistence—all these fade beyond view. 
His figure blends into and becomes 
lost among today’s professional cor- 
porate managers. In such company he 
appears strangely heretical, eccentric, 


scene 


invis- 
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DIGGINGS AT STEEP ROCK LAKE: 


Dregrermemesteneeen 


CLEVELAND-CLIFFS ORE BOAT ON GREAT LAKES: 


the surest way to wealth, says Eaton, is to unlock Nature’s underground treasurehouse 


noncomformist, even quite radical. 

Actually he is probably none of 
these. But Eaton has done little to re- 
solve such apparent contradictions. 
From the first, he drilled his asso- 
ciates into silence. Whenever he is 
approached by reporters, he shrinks 
into a genial, but uncommunicative, 
privacy. Apart from a canned and 
highly episodic biographical lore, 
which leaves much unsaid and even 
more to the imagination, Eaton has 
quite deliberately revealed very little 
of his genesis, his early financial for- 
ays, his stunning later defeats, or his 
remarkable and spectacular ultimate 
conquests. Yet one thing is clear: 
Eaton is unique among U.S. indus- 
trialists today—in personality, breadth 
of interests, intellectual preoccupa- 
tions, industrial philosophy, organ- 
izing power, and the stubborn Scot- 
tish virtues of industry and hardy 
self-reliance. 

The Eagle’s Nest. On an 870-acre 
century-old farm at Northfield, Ohio 
each morning at precisely 5:30, a 
snowy-haired, lean and vigorous sep- 
tuagenarian gets out of bed. While 
he dresses, he jots down a series of 
notes and reminders. Then he goes 
down to breakfast in the Acadia 
Farms dining room, where he is me- 
ticulously served by an English but- 
ler in a cutaway coat. Soon a chauf- 
feur appears to drive him precisely 
twenty miles to Cleveland’s Terminal 
Tower. There he rides an elevator to 
the 36th floor where, at an hour that 
is the despair of his associates, he 
passes through a lounge panelled in 
English oak—an exact reproduction 
of an Elizabethan manor hall, com- 
plete with minstrel gallery. Cyrus 
Eaton’s work-filled day has begun. 
Says Eaton: “People my age should 
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A TREASURY 
OF EATONISMS 


e “To avoid extinction, if for 
no loftier motive, we capitalists 
will have to make radical 
changes in our attitude toward 
labor. We will have to begin by 
muzzling such organizations as 
the National Association of 
Manufacturers.” 

e “To succeed, be your own 
psychoanalyst. Ask yourself, 
‘What do I like doing?’ Then 
keep on doing what you like 
and you'll go to town. If I had 
been a newspaper reporter I 
would not have liked my work 
and my editor would have hated 
it.” 

e “It has been my good for- 
tune to know many outstanding 
labor leaders. They are keen, 
intelligent, patriotic and devot- 
ed to their people. I have great 
respect for them.” 

e “I like to spend as much of 
my leisure time as possible with 
what are called highbrows. I do 
not seek out my fellow business 
men on vacation.” 

e ‘It is difficult to berate 
labor for demanding more pay 
for less work while many cor- 
porate officials, who devote half 
their time to golf, vote them- 
selves enormous ‘incentive’ 
bonuses at the expense of their 
stockholders.” 

e “The U.S. owes its un- 
paralleled economic progress to 
its creative geniuses and not its 
money lenders.” 








keep busy. I keep up with my duties 
by working 16 hours a day, and I en- 
joy every minute of it.” 

From his 36th floor aerie overlook- 
ing Lake Erie, Eaton can look out 
over fleets of his own boats moving in, 
heavy-laden with ore. And from it 
last month, he readied plans for two 
of the most ambitious mining projects 
in history. 

Big Plans. One of them, subject to 
Provincial approval, is nothing less 
than the development at Ungava Bay 
in Northern Quebec Province, Can- 
ada, of what are believed to be the 
world’s largest iron ore deposits. In 
this remote sub-Arctic waste, Eaton 
conservatively estimates, there are 
more than ten billion tons of medium- 
grade iron ore. (Guesses made by 
Canadian government geologists 
range as high as 32 billion tons.) Says 
Eaton, whose companies hold explo- 
ration licenses on some 760 square 
miles in the region: “You can walk 
along the surface of the ore body up 
there for one hundred miles.” 

Meanwhile, Eaton and associates 
were negotiating privately last month 
with government officials and bankers 
in Brazil for large-scale development 
of that nation’s rich iron ore deposits. 
In all, the project would involve more 
than $100 million in American invest- 
ment. 

Imaginative as these dramatic plans 
are, they are only the latest additions 
to the great industrial complex di- 
rected from Eaton’s office in Cleve- 
land’s Terminal Tower. And the in- 
dustrialist who commands it all is 
only a part of the complex and, to 
many, baffling personality that is 
Cyrus Eaton. 

The Cardinal. A British writer once 
described Cyrus Eaton as “the tycoon 
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who looks like a cardinal.” A quiet 
man who dresses in conservative dark 
colors, Eaton speaks softly in a gentle, 
precise voice. Urbane and courtly, he 
is also witty and scholarly. For pleas- 
ure he reads poetry and philosophy, 
and among his friends he numbers 
such personalities as Robert Hutch- 
ins, former chancellor of the Univer- 
sity of Chicago and president of the 
controversial Fund for the Republic, 
octogenarian Philosopher Bertrand 
Russell, the United Mine Workers’ 
John L. Lewis (with whom he likes 
to argue Greek classical lore) and 
British Biologist Julian Huxley. 

A devotee of bodily health, with 
the accent on physical exercise, Eaton 
played a strenuous game of tennis 
until he was past seventy. He likes to 
canoe and camp out. Summers he 
spends at Deep Cove Farms, his 
3,000-acre estate near Chester, Nova 
Scotia, where last year he inaugu- 
rated a Thinker’s Retreat to which he 
invited a bevy of scholarly and aca- 
demic celebrities to talk over the state 
of the world. Winter holidays he pre- 
fers to spend skiing with his grand- 
children in the Laurentians. He 
scorns that Mecca of relaxing busi- 
nessmen, Florida. Says he: “I never 
go south to Florida. It’s too enervat- 
ing.” 

But it is as an economic philosopher 
that Eaton has created the greatest 
stir among his industrial brethren. 
Ever since his bitter defeat in the 
early 1930s, there has been no love 
lost between Eaton and Wall Street. 
The reasons are not hard to plumb. 
Eaton has been a vigorous competitor 
of Wall Street. Yet not only is he not 
a Wall Streeter, he does not even be- 
lieve in Wall Street. To the consterna- 
tion of those who do, he has repeated- 
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ly preached against the “concentra- 
tion of money in a few hands.” 

Eaton has, in fact, a constitutional 
inability to look, talk and act like an 
American capitalist. In his view of 
things there is no room for labor 
baiters or stuffed shirt tycoons. More- 
over, he has a penchant for making 
cracks at some of the beliefs Wall 
Street holds most dear (see box). Not 
calculated either to endear him to the 
majority of businessmen is his record 
as a fiery New Deal enthusiast, and 
his friendship with such persons as 
Franklin D. Roosevelt and Harry S. 
Truman. Such facets of Eaton’s be- 
ing produce in many a more conven- 
tional businessman only distrust and 
incomprehension. 

Two Gospels. It is hardly likely 
that such anomalies in Eaton’s per- 
sonality could ever be understood, or 
the heretical ideas he expresses ever 
be forgiven, unless one knows his his- 
tory. Born the son of a village store- 
keeper in Pugwash Junction, a small 
lobster fishing and lumber hamlet on 
Nova Scotia’s northern coast, young 
Cyrus Eaton worked as a boy on his 
father’s farm, and was trained by his 
mother for the Baptist ministry. 
Then, at 17, he went to visit an uncle 
in Cleveland for the summer. The 
uncle, Charles Eaton, later a New 
Jersey congressman and chairman of 
the House Foreign Affairs Committee, 
was then pastor of the fashionable 
Euclid Avenue Baptist Church. 

To pay his way, Eaton got a job as 
a night clerk in a local hotel. But he 
was not to stay there long. Sometime 
after his arrival, one of his uncle’s 
parishioners, Oil Tycoon John D. 
Rockefeller, invited pastor and neph- 
ew to dinner. Shocked by thoughts of 
the “sordid happenings” to which she 


imagined young Cyrus was exposed 
at the hotel, Mrs. Rockefeller appealed 
to her husband to give him a job. 

John D. did. For three summers, 
Eaton carried messages to and from 
the elaborate wire room by which 
Rockefeller kept in touch with his 
global ventures. Meanwhile, Cyrus 
graduated from Ontario’s McMaster 
University as a Baptist minister, 
served as pastor for a short time in a 
Cleveland church. But John D. soon 
had imbued him with another Gospel 
“There is,” he told young Eaton, “a 
tremendous opportunity to do good 
for mankind through business—pos- 
sibly more than you could accom- 
plish in any other field.” 

Power & Light. Eaton soon went to 
work for Rockefeller’s East Ohio Gas 
Co., where he made such an impres- 
sion that Rockefeller interests sent 
him to Manitoba to obtain a franchise 
to build a power plant. Eaton got the 
franchise, but the Panic of 1907 had 
frightened the backers. So he bor- 
rowed money, built the plant himself, 
and two years later sold it at a hand- 
some profit. 

With that stake, Eaton launched on 
a career in utilities. By 1914 he had 
built up a holding company, Conti- 
nental Gas & Electric, which con- 
trolled utilities throughout the Mid- 
west. That year, Utilityman Sidney 
Mitchell, czar of Electric Bond & 
Share, offered the 27-year-old Eaton 
$2 million for Continental. Eaton 
turned it down. By the mid-Twen- 
ties, he was master of United Light & 
Power Corp., the U.S.’ third largest 
utility holding company, a vast em- 
pire ranked in size only by that of 
Samuel Insull and Mitchell’s Electric 
Bond & Share. 

Of those years Eaton rarely speaks, 
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and when he does it is with soft eva- 
sion. That he successfully warded off 
raids by Sidney Mitchell is certain. 
That he figured in the catastrophic 
disaster which felled Samuel Insull’s 
immense Midwest utility empire is 
also sure. 

Some, indeed, blamed Eaton for 
that monumental disaster. That Insull 
desired to buy and that Eaton will- 
ingly sold his $65 million interest in 
two ‘Chicago utilities, Peoples Gas 
Light & Coke Co. and Common- 
wealth Edison, are fact. Profit to Eat- 
on: between $10 million and $15 mil- 
lion. But whether. Eaton must have 
known, as many at the time declared, 
that the debt thereby contracted 
would slowly push the Insull empire 
under, is speculation. This Eaton has 
always denied. 

Wider Realms. As a utilityman Eat- 
on was not widely known. But by 
1925, his interests spread far beyond 
power companies. He had, in fact, 
conceived the dream of winning con- 
trol of U.S. Steel. But almost by ac- 
cident he turned upon another tack. 
The accident was a newspaper item 
detailing the financial troubles of 
Warren, Ohio’s Trumbull Steel Co. 
“Only one financial institution in the 
country,” Trumbull’s directors were 
told, “can save the situation—the 
House of Morgan, and they are not 
interested.” Eaton however was in- 
terested, and wound up paying $18 
million by personal check to refinance 
Trumbull, emerged with control. 
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Then he rapidly collected other small 
iron and steel companies, eventually 
merging them to form Republic Steel 
Corp., the U.S.’ third largest steel 
producer. 

Eaton moved next to form an inte- 
grated steel company that would 
challenge big U.S. Steel for suprem- 
acy. Key to his plan was Inland 
Steel, in which he had a large inter- 
est. Inland was to buy control of 
Youngstown Sheet & Tube, which 
would then be consolidated with Eat- 
on’s other holdings to form the na- 
tion’s second biggest 
Thus Eaton was challenging Charles 
M. Schwab and Eugene Grace, and 
they quickly counterattacked with a 
bid by Bethlehem Steel to buy 
Youngstown. Eaton promptly carried 
the fight to court where, after a long 
battle, he emerged the winner. But 
the cost was huge, and by then the 
Depression had arrived, forcing him 
to abandon his ambitions in steel. 

Meanwhile, having made himself 
kingpin of the U.S.’ third largest steel 
enterprise, Eaton tackled rubber. In 
quick order he became the controlling 
figure in the nation’s largest rubber 
company, Goodyear Tire & Rubber. 
He also invested heavily in several 
other Akron tiremakers, including 
Firestone and Goodrich, and he was 
more than once reported even to have 
designs on the du Ponts’ U.S. Rubber 
Co. 

Where Eaton got the capital for 
such gigantic operations was a mys- 


steelmaker. . 


tery to the financial world then, as it 
is now. In 1916, his blazing success in 
utilities had won him a partnership 
in the influential Cleveland banking 
house of Otis & Co., which he later 
controlled. But the biggest source of 
capital was Continental Shares, Inc.., 
which Eaton formed in 1926. One of 
the innumerable investment trusts 
which sprouted up like mushrooms 
during the Coolidge boom, it was a 
combined holding company and 
financing pool for Eaton enterprises. 
It grew rapidly, with capital and sur- 
plus soaring from $2.5 million at the 
end of 1926 to $123 million by late 
1930. 

Decline & Fall. The stock market 
crash in 1929 brought the roof down 
around Eaton’s ears. Before his epic 
steel battle, for example, Continental 
Shares, which at their peak sold as 
high as $300, were quoted at over $40. 
On the day of his triumph, they were 
down to $8. Altogether, in 1930 Con- 
tinental Shares wrote off more than 
$90 million in stock 
holdings. 

By 1931, Eaton’s companies were 
in deep trouble, and Wall Street 
buzzed for days with gossip of the 
impending failure of an important 
brokerage house. Then the an- 
nouncement came that Otis & Co. was 
retiring from the stock commission 
business, would henceforth confine its 
operations to underwriting. 

A fiercely proud man, Eaton re- 
tired to his Ohio farm to lick his 
wounds to pride and pocketbook. He 
had taken a terrific financial beating, 
how serious he has never told. “My 
affairs,” he has since commented 
mildly, “underwent a_ considerable 
shrinkage. But I did not lose every- 
thing.” What he had lost completely 
was his prestige. Until then, he had 
been sought after to accept director- 
ships of mighty companies; now he 
was quietly being ousted from board 
after board, even those of companies 
which he had helped form. 

The Road Back. Gradually he plot- 
ted a slow, painful comeback, the 
springboard for which was his one 
great remaining asset among the few 
salvaged remnants of his crumbled 
empire—Otis & Co. Another was an 
idea: competitive bidding for securi- 
ties issues, heresy in the eyes of 
underwriters then accustomed to ne- 
gotiate privately for such issues. 

Eaton in company with Harry Stu- 
art, of the Chicago investment house 
of Halsey, Stuart, before long had 
launched a crusade for competitive 
bidding. In and out of Congress and 
White House the battle raged, and 
eventually, with the aid of Railroad- 
er Robert R. Young, competitive bid- 
ding for railroad and utility issues 
became mandatory. In the process, 
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Otis & Co. became a power in the 
financial world. So much so that by 
1946 Otis was among the U.S.’ top 
ten investment houses. 

Eaton’s crusade won him some 
powerful friends—and enemies. With 
one competitive bid, Otis saved 
Young’s Chesapeake & Ohio Railroad 
some $2 million on a single bond 
issue. In the Forties, an obscure 
Senator named Harry Truman fought 
for competitive bidding in Congress. 
An ardent New Dealer and liberal 
contributor to Democratic coffers, 
Eaton had always been welcome at 
the White House in FDR’s day. Thus 
when Truman moved in, he was again 
a regular visitor. “You talk like a 
Democrat,” Harry Truman once told 
Eaton, and Eaton has frequently re- 
turned the compliment with glowing 
tributes to Truman. All the more sur- 
prising, therefore, that Eaton’s New 
Deal zeal notwithstanding, he is also 
welcome these days at the White 
House under Republican occupancy. 

Friends & Foes. Even more than for 
his friends, Eaton is known for his 
enemies. He does not call them that; 
he prefers to refer to them as “de- 
tractors,” or to characterize them as 
people with “different philosophies.” 
But there is no sign that Eaton has 
ever forgiven and forgotten. When 
Newton D. Baker, who had opposed 
Eaton as attorney for Bethlehem 
Steel, sought the 1932 Democratic 
nomination, Eaton joined forces with 
James A. Farley to block his bid. 
(That was also the beginning of his 
long friendship with FDR.) 

Eaton also ran headlong into Ohio’s 
Robert A. Taft, then chairman of the 
finance committee of Cincinnati’s 
Union Terminal. Approaching Taft to 
bid on a $12-million Terminal bond 
issue, he was rebuffed with the 
words: “Preposterous! We’ve already 
made a deal with people we trust— 
and I resent your coming here!” 
Eaton’s outraged reply: “They’re 
stealing your bonds!” With that, he 
stormed off to Washington where he 
won the ear of RFC boss Jesse Jones, 
who ruled that railroads which want- 
ed RFC money would have to dicker 
for the best deal in selling bonds. 
Since several railroads controlled the 
Terminal, that threw the issue open 
to competitive bidding (in which Otis 
lost out to a lower bidder). 

Taft’s rebuff made him an implac- 
able foe in Eaton, who time after time 
threw his influence against Taft in 
state and national conventions. As an 
inquiry into Ohio campaign expenses 
later revealed, Eaton and his friends 
contributed at least $35,000 in an un- 
successful effort to block Taft’s re- 
nomination in 1950. 

Shrewd Pickings. Gradually during 
the Thirties, Eaton picked up blocks 
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of stock in undervalued companies, 
among them steel stocks and a parcel 
of C&O common. Thus when Young 
pulled out of the C&O to make his 
bid for the New York Central, Eaton 
emerged as the C&O’s largest stock- 
holder (260,000 shares) and chair- 
man. But it was not until the Forties 
that Eaton’s investments had shown 
sufficient appreciation in values to let 
him loose his imagination into great 
ventures on his own. As he has since 
remarked: “In my affairs there has 
been a tremendous recovery of 
values.” 

Until now, the largest of the 
characteristically shrewd Eaton gam- 
bles was Steep Rock Iron Mines. 
That a large lode of medium-grade 
iron ore lay beneath the 50-foot-deep 
waters of Steep Rock Lake had long 
been known. But engineers predicted 
that any attempt to get it out would 
be “sheer folly.” Eaton, however, sur- 
veyed the lake personally by canoe 
and airplane, convinced himself that 
they were wrong. 

That was 1942, and Washington 
was frantic to replace the rapidly 
vanishing Mesabi Range ores. Eaton 
soon won over FDR to his Steep 
Rock Lake project, and raised $40 
million to finance it, $5 million of it 
RFC money, $20 million from the 
Canadian Government. To drain the 
lake, a body of water 15 miles long 
and four miles wide, Eaton spent mil- 
lions boring a shaft 2,000 feet upward 
through solid rock. Then a plug was 
blasted out. As Eaton recalls it: “It 
was one of the most trying moments 
of my life.” 

It was also one of the most profit- 
able. Three years ago, Eaton swung 
a $50 million deal with Inland Steel 
for development of Steep Rock, which 
this year will ship some 3.2 million 
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tons of ore. Eventually, Eaton be- 
lieves, it will produce more than 8.5 
million tons annually. Estimated 
Steep Rock reserves: over half a bil- 
lion tons of ore. 

Bargain Hunting. In 1946, Eaton 
spotted another likely bargain in 
Wheeling Steel’s Portsmouth (Ohio) 
plant, which Wheeling had decided to 
abandon. Eaton lost no time buying 
the plant, and formed a new company, 
Portsmouth Steel. Later he sold the 
property itself to Detroit Steel, but 
he held onto the corporate shell as a 
holding company. It has been a profit- 
able investment. Each of Portsmouth’s 
shares, issued in 1946 at $10, have 
since paid out in excess of $10 in 
dividends, and today have a breakup 
value of $32.71. Another steel buy: 
Follansbee Steel, acquired in 1954. 

But the core of Eaton’s holdings is 
Cleveland-Cliffs Iron Co., the big 
Cleveland ore house which he found- 
ed (with William G. Mather) in 1929. 
Through Cleveland-Cliffs, Eaton con- 
trols 486,228 shares of Republic Steel, 
253,000 shares of Inland Steel, 176,500 
shares of Youngstown Sheet & Tube, 
155,918 shares of Jones & Laughlin, 
85,360 shares of Wheeling Steel. 

Black Gold. As chairman of the 
coal-rich C&O, the world’s biggest 
bituminous hauler, Eaton has, not un- 
naturally, a deep interest in coal. But 
it was only in 1953 that Eaton plunged 
heavily into the business. That year 
he paid a reported $6 million for con- 
trol of big West Kentucky Coal, a 
remnant of the once-great North 
American Company empire. Although 
Eaton denies it, rivals claimed that 
part of the financing came from the 
UMW’s John L. Lewis, a theory they 
claim is confirmed by the UMW’s 
prompt subsequent organization of 
the company, long a non-organized 
operator. 

Late last year, Eaton added to his 
stake in coal by buying up Nashville 
Coal. Merged with West Kentucky, 
the combine has a total annual out- 
put of 12,500,000 tons, making it the 
U. S.’ third largest bituminous pro- 
ducer. Only last month, Eaton went a 
step further, signed a deal whereby 
West Kentucky will supply up to 1 
million tons a year to Florida’s Tampa 
Electric Co. 

Eaton has seldom plunged as heav- 
ily without a strong scent of profit. 
And Eaton makes no bones about it; 
he is profoundly bullish on coal’s 
future in the U. S. economy. “While 
the funeral march is still playing,” he 
remarked recently, “coal is almost 
literally digging its way out of its 
own grave.” Eaton’s prediction: out- 
put of more than one billion tons of 
bituminous coal a year by 1970, vs. 
about 460 million tons last year. 

Basic things. Philosopher, writer 
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and crony of intellectuals, Eaton 
nevertheless has a keen appreciation 
for the simple things of life and for 
the basic values in an _ industrial 
economy. “All the industries I am 
interested in,” he has often said, 
“iron ore, steel, coal and railroads 
—are basic industries.” That is, in 
effect, no more than the prescription 
for success that John D. Rockefeller 
had given him as a young man: that 
the way to make a fortune was to 
concentrate one’s efforts and invest- 
ments. in fundamental natural re- 
sources. 

The other part of the Eaton formula 
was recently expressed by Eaton him- 
self: “There is one bit of advice that 
I would offer: not to buy when things 
are booming and at the top, but when 
you are afraid of the security. That’s 
the time it’s cheap, and you'll make 
some money if you take it when all 
your neighbors are viewing the 
property with alarm.” 


MONEY 


THE SQUEEZE 


Does tight money + falling 
bond prices = a bear market 
ahead? For the bankers it 
has added up to lush profits. 


Nor all Wall Streeters are bears, but 
those who are had something new to 
worry about last month: the bond 
market. After drifting gently down 
ever since mid-1954, the price of top- 
grade bonds and treasuries suddenly 
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fell precipitously. Whereas they gen- 
erally register moves in eighths and 
sixteenths, Treasury 3s sustained a 
stunning three-point drop below their 
February levels. Over all, the yield 
on many Treasury issues pushed up 
past 3% for the first time since 1953. 

Meanwhile a rousing stock market 
advance in March and April has 
brought stock yields down to their 
lowest point in years. Most Wall 
Streeters had expected dividend 
boosts t» reverse the fall in stock 
yields this spring, perhaps raising 
them as high as 442%. Instead, divi- 
dend action has been disappointing. 
Thus the average yield on 125 key in- 
dustrial issues has actually fallen 
from 4% when the year opened to 
only 3.7%. 

Warning Signal? Did this disparity 
presage an approaching decline and 
fall of Wall Street’s bull market? Not 
every Canyon seer would go that far, 
but many respected traders inter- 
preted it as a sort of economic amber 
light, a warning signal. One such was 
Broker Jacques Coe, whose rare pro- 
nouncements carry unusual weight 
with professionals. Observed he: 
“These two movements, in opposite 
directions, do not make sound eco- 
nomic market sense—they never have 

Historically, the bond market 
anticipates the stock market by six 
months to two years. This should be 
no exception . . . During the last 30 
or 40 years, the last three bull mar- 
kets have reached their peak when 
stock yields approached the 342% 
mark.” Coe’s prediction: a major 
“selling range” (i.e., market top) in 
1956’s second half, no further impor- 
tant buying range (i.e., market low) 
until 1959-1960, or later. 

But Wall Street’s bulls were of an- 
other persuasion. Some believed that 
stock yields, far from falling, would 
actually be boosted by dividend in- 
creases this year to as high as 4.4%. 
Sooner or later, events would prove 
either bulls or bears correct. But for 
the time being at least, it was still a 
case of differing opinion making a 
market. As one broker clichéd, “You 
pays your money, and you takes your 
choice.” 

Elusive Dollars. The falling bond 
market not only produced a tricky 
question of interpretation for inves- 
tors, but difficult problems for cor- 
porate money-managers and lush op- 
portunities for bankers as well. As 
their business expanded and _ their 
capital outlays increased, corporate 
treasurers were increasingly hard put 
last month to find the financing they 
needed to pay taxes and fund am- 
bitious expansion programs. Not only 
were treasury bonds weak; corporate 
bond issues were also getting harder 


and harder to sell. A not untypical 
case of queasiness in the bond mar- 
ket was Tide Water Associated’s 
planned offering of $100 million worth 
of 342% sinking fund debentures. On 
advice of the underwriters, who 
judged that the market could no long- 
er absorb an issue of this size, Tide 
Water was forced to cut the issue to 
just $50 million. Meanwhile many 
another corporate issue was piling up 
on the underwriters’ shelves, and 
more than a few newly-issued bonds 
were already selling at sizable dis- 
counts from the original 
price. 

Still another symptom of the money 
pinch was giving Wall Street pause 
the huge glut of tax-exempt munici- 
pal bonds. Some municipals last 
month were actually selling to yield 
better than 3%, and there were strong 
hints that prices might drop still 
further. Most important of all: the 
fact that, by very conservative esti- 
mate, dealers are now loaded with no 
less than $250 million worth of mu- 
nicipals. Considering that dealers 
may have to make sharp price con- 
cessions to attract reluctant buyers, 
that could push municipal yields up 
to extraordinary levels. 

Bankers’ Holiday. The bond 
ket’s weakness was the _ bankers’ 
strength. On the one hand, the de- 
mand for loans has forced the banks 
to sell big blocks of securities, par- 
ticularly government bonds, so that 
they will have adequate reserves to 
back up expanding loan portfolios 
Added to this pressure on bond prices 
is another: the fact that other lend- 
ers, including insurance companies 
and savings banks, now are able to 
earn 442% or better on 


offering 


mar- 


mortgages, 


and EFFECT 


To.supply bussinessmen’s needs for 
banks and other money 
lenders are getting out of low-yield 


ing government bonds. Result: down 


money 


ward pressure on government bond 
prices which have fallen to the lowest 
levels since 1953 
vA) 
3% 
Jun. ‘78-83 


\ 


1953 1954 1955 | 1956 


ForBes, MAY 1, 1956 





as compared with only 242% to 4% 
on corporate and Treasury bonds. 
That in turn has made it harder for 
corporate borrowers to get new cap- 
ital in the bond market, forced them 
to come to the banks for their needs. 
Boosts in the discount and prime rate 
have only intensified the pressure. 
The net effect has been to print 
prosperity in bank note green all over 
the lenders’ earnings statements this 
spring. Atop a strong upswell of bank 
profits last year, first quarter oper- 
ating earnings of the top nine New 
York banks rose 15%. Typical bene- 
ficiary of the boom: Manhattan’s 
Guaranty Trust, which showed oper- 
ating net up 19% to $6.7 million. 
Plus and Minus. Not everybody in- 
terpreted all this as an unqualified 
plus-sign for the economy. The Fed- 
eral Reserve, for example, took steps 
last month to hike the rediscount rate 
(the rate banks must pay to get mon- 
ey from the Fed’s district banks) for 
the fifth time in a year, to 2%4%. Ob- 
ject: to curb unnecessary borrowing 
and put a brake on inflationary ten- 
dencies. But it is an ill wind that does 
not blow anyone some good, and the 
tight money situation opened up a 
windfall to trustees of estates. As one 
brokerage house pointed out in a let- 
ter to its clients: under present tax 
law, government bonds can be re- 
deemed at par to pay estate taxes. 
Thus Treasury 2s, due June 15, 
1967-72, which now sell at about 93, 
could be used to pay off estate tax 
bills at an effective 7% discount. 


THE PEOPLE’S 
CHOICE 


How do you prefer your prof- 
its? Paid out or plowed back? 
Citizens Utilities has solved 
the problem by letting stock- 
holders decide for themselves. 


Last year Richard L. Rosenthal, 39, 
the bustling iconoclastic president of 
smallish Citizens Utilities Co.* had a 
bright idea. Everyone, said he, 
seemed to have an opinion on the old 
argument about plowing profits back 
into the business as against paying 
them out as dividends. But no one 
ever seemed to ask the stockholders, 
the people most directly concerned, 
what they thought. 

Polister. Rosenthal went ahead 
and polled his 4,150-odd stockhold- 
ers. The question: how did they want 
their dividends—in cash, in stock or 


*Traded over-the-counter. Price range 
(1956) A: high, 1642 ;low, 1554; B: high, 161,; 
low, 155g. Dividend (1955) 48c pilus 3% in 
stock. Earnings per share (1955): $1.07. Indi- 
cated 1956 payout: —. 
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ICONOCLAST ROSENTHAL: 
plowback made easy 


in a combination of both? Rosenthal, 
from his Stamford, Connecticut of- 
fice, frankly said he preferred paying 
dividends in stock. That way he 
would be free to plow all the cash 
profits back into the business. But 
when stockholders voted for a com- 
bination of cash and stock, Rosenthal 
agreed to abide by their wishes. 

Rosenthal, however, remained con- 
vinced that the best course was to 
plow back profits. Last winter he was 
back with a new plan for stockhold- 
ers’ consideration. Why not, he asked 
them, have two kinds of stock? One 
class, Series A, would be for invest- 
ors who wanted dividends paid in 
stock: the other, Series B, for those 
who insisted on cash. 

Tax Saver. For stockholders in 
the upper income tax brackets, Ros- 
enthal explained, the Series A com- 
mon would offer long-range tax ad- 
vantages. Stock dividends, since they 
involve no cash payments, are off 
bounds to the tax collector, come un- 
der the much lower capital gains tax 
only when they are sold. “Obvious- 
ly,” says Rosenthal, “it isn’t the gross 
cash received but the cash retained, 
after income taxes, that an individual 
can spend or invest.” 

For small stockholders or institu- 
tional investors interested in cash 
dividends, he added, the new Series 
B would offer all the usual rights and 
privileges of common stock, subject 
however to some dilution of owner- 
ship through the expansion of the 
Series A common. 

For the company itself, Rosenthal 
believes the plan offers the biggest 
benefits. Hence, he reasons, it should 
also benefit all the stockholders. A 
smallish company (sales last year: 
$6.3. million; profits: $1 million) 


serving 200 communities in 
states and Alaska with gas, electric- 
ity, ice, water, and telephone service, 
Citizens Utilities had a harder 
time raising expansion money than 
its bigger counterparts. The new plan 
simplifies the company’s financing 
problems by enabling Rosenthal to 
use profits for expansion instead of 
paying them out in dividends. Ros- 
enthal figures he can plow back at 
least $6 million over the next ten 
years, thus support the sale of more 
than $12 million worth of bonds with- 
out diluting present 
equity. 

New Era? When he offered the 
plan last January, stockholders ap- 
proved enthusiastically, began ex- 
changing the old shares (now Series 
B) for the new series. When the ex- 
change was finally completed last 
month, stockholders had elected to 
convert 74.9% of their stock into the 
non-cash-paying Crowed 
Rosenthal: “We're inaugurating a 
new era in corporate finance.” 
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AUTO EQUIPMENT 


TWO-STEP 


Beset by recurrent losses, two 
more auto parts makers have 
given up the game. 





Back in the Thirties, when the auto- 
makers first began to take a serious 
interest in the used car market and 
the profit in replacement parts, the 
independent auto equipment makers 
saw the handwriting on the wall. “We 
discussed it plenty,” recalls Albert H 
Eichholz, general manager of the 600- 
member Motor & Equipment Manu- 
facturers Association. “The auto com- 
panies obviously could make any parts 
they wanted. We didn't see anything 
to do about it then, we don’t now.” 

Unable to do anything about it, last 
month two more Detroit parts makers 
gave up the game, began looking 
around for a more rewarding business 
One was Motor Products Corp., whose 
net sales slipped from $102 million in 
1953 to only $83 million last yea 
Nearly half its volume was in auto- 
motive parts sales. 

The other company was smallish 
Vinco Corp. (total assets: $8 million). 
Although it boasted a 55% rise in sales 
last year, it had lost $765,000, or nearly 
$200,000 more than it had dropped in 
1954. Both firms had decided they 
would do better taking defense con- 
tracts than in staying in the auto parts 
business. Commented MEMA’s Eich- 
holz: “Parts people are switching into 
almost everything these days.” 





STUDEBAKER PLANT AT SOUTH BEND: 
only a major transfusion could save the day 


AUTOS 


BROTHER, 
CAN YOU SPARE 
$100 MILLION? 


Studebaker-Packard has the 

plants plus the know-how to 

build cars and to sell them, 

but it’s running desperately 
short of cash. 


For many months it was common 
gossip around Detroit clubs, but now 
it was official: Studebaker-Packard 
Corp.,* the U.S.’s largest “indepen- 
dent” maker of motor cars and pos- 
sessor of two of the proudest names 
in autodom, was in serious financial 
trouble. When President James J. 
Nance, 55, faced the annual stock- 
holders’ meeting in Detroit last 
month, he pulled no punches. “We 
are,” confessed he, “confronted with 
an extremely difficult situation.” 

Slump. The trouble was plain: 
Nance’s 1956 Studebakers, Clippers 
and Packards just were not selling. 
In the first 16 weeks of this year, 
Studebaker’s output fell to 35,729 
cars, off 31% from 1955; Packard’s 
dropped to 8,523 down a brutal 66%. 

As a company which must sell 240,- 
000 cars a year just to stay in the 
black, Studebaker-Packard was ad- 
mittedly losing money hand over fist. 
With current losses piled on top of 
deficits totalling $56 million for 1954 
and 1955, Studebaker-Packard was 
slowly bleeding to death. 


*Traded NYSE. Price range (1956): high, 
105% low, 8. Dividend (1955): none. Indicated 
1956 payout: none. Earnings per share (1955) : 
deficit $4.61. Ticker symbol: SK. 
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Just how serious Studebaker- 
Packard’s plight is has been appar- 
ent ever since Nance took the wraps 
off his year-end balance sheet late in 
March. At $140 million, current 
assets totalled just 1.6 times current 
liabilities of $85 million, a danger- 
ously low margin of fiscal safety. 
Working capital was down from $85 
million at the time of the mid-1954 
merger to a slender $55 million. 

Letdown. For the two famed old 
automakers, the letdown was humili- 
ating. At the time of the merger, 
Nance and his 114,000-odd share- 
holders had been bursting with opti- 
mism. Studebaker-Packard  confi- 
dently expected to take its place after 
GM, Ford and Chrysler as the Big 
Fourth automaker. 

Studebaker-Packard undeniably 
started off as a big company. Its 
plants sprawled over 15 million 
square feet of floor space. As re- 
cently as 1950, the predecessor com- 
panies combined had turned out a 
grand total of 359,099 cars, one in 


JAMES J. NANCE: 
75 weary days of seeking 


every 20 built in the U.S. 

But, as it turned out, Studebaker- 
Packard has not been able to make 
its power felt. Its assets of $230 
million are small change as things 
go in Detroit. Just how small was 
painfully apparent last month. Gen- 
eral Motors was lavishing $100 mil- 
lion on a= giant research center. 
Chrysler was thinking in terms of a 
$1-billion expansion and moderniza- 
tion program. 

Meanwhile, it was common knowl- 
edge that Studebaker-Packard’s de- 
pleted bank account does not hold 
enough cash to pay for bringing out 
significantly new ‘models this fall. 
Promised new defense orders may 
help keep S-P going. But alone they 
can not turn the trick. Thus in a 
year when the Big Three are get- 
ting ready to tempt buyers with 
gleaming, all-new cars, Studebaker- 
Packard will have to offer “face- 
lifted” models, which could well be 
fatal to its prestige and hopes. 

Transfusion. Quite obviously 
Nance’s treasury needs a big cash 
transfusion—probably $100 million 
or more. Lacking ready cash, to date 
Nance has not even been able to 
consolidate his two lines of cars, one 
of the biggest potential advantages of 
the merger. “The additional finances 
to carry out our new program,” 
Nance sadly admitted last month, 
“have not been arranged.” 

Addressing the stormy stockhold- 
ers’ meeting, Nance added: “Your 
directors have been devoting almost 
their full time during the last 75 
days to seeing how we can get this 
additional financing.” With the com- 
pany already $35 million in debt and 
its collateral fast shrinking, lenders 
were understandably shy. 

Confidence Vote. Seeking a scape- 
goat for the situation, some stock- 
holders were swinging wildly. But 
most of the stockholders seemed to 
realize that Studebaker-Packard’s 
precarious condition was the result 
of changing technological and finan- 
cial conditions, not of management 
incompetence. By an overwhelming 
majority of 5 million votes to 312,672, 
stockholders re-elected all 14 manage- 
ment-sponsored directors. 

With this vote of confidence in his 
pocket, Nance went back to the 
eleventh hour task of trying to raise 
$100 million. Wall Streeters, how- 
ever, felt his best hope lay in a 
merger with a cash-rich company 
that could use Studebaker-Packard’s 
tax-loss credits, its idle plant space. 
Nance himself, however, has already 
ruled out a union with American 
Motors (Nash, Hudson). 

But the situation was too much for 
Wall Street’s humming rumor mills 
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to resist. At month’s end gossips were 
talking about Roy Hurley’s engine- 
making Curtiss-Wright Corp. as a pos- 
sible match for S-P. Roy Hurley 
scotched that one, but the rumor mills 
ground on. The latest: “A billion dol- 
lar corporation” is interested in buy- 
ing Studebaker-Packard. 


TRUCKS 


NUMBER ONE 


After running neck-and-neck 
for years, Mack has pulled 
slightly ahead of White Motor 
to become the biggest inde- 
pendent truckmaker. 


However fierce the rivalry among 
U.S. automakers, it is fiercer still 
among another breed of motor mag- 
nate: the U.S.’ independent truck- 
makers. Never more so than between 
two of them in particular: New Jer- 
sey’s Mack Trucks, Inc.* and Cleve- 
land’s White Motor Co., the nip-and- 
tuck frontrunners. 

In a sense, it is a normal rivalry; 
competition for the favor of the na- 
tion’s truck fleet owners has always 
been stiff. But ever since such indus- 
trial colossi as General Motors, Ford 
and International Harvester threat- 
ened to take over the heavy-duty 
truck field, the independents have 
tended to think of their mutual rival- 
ry as a grim battle for survival. 

Hopes & Horsepower. In a very real 
sense, the postwar years have been 
ones of embattled urgency for famed 
old Mack Truck. Ever since the high- 
powered automakers debouched post- 
war onto its field—medium and heavy 
duty trucks—its management’s prob- 
lems have become increasingly com- 
plex. For one thing, the market 
for big trucks has always been un- 
stable: orders flood in when the econ- 
omy is booming, trickle off when 
industry’s optimism wanes. For an- 
other, competing with such giants as 
General Motors, Ford or Internation- 
al ‘Harvester is never any bed of 
roses. 

Probably no U.S. truckmaker has 
faced this grim rivalry with more zest 
or determination than one Peter Olai 
Peterson, 59, who took over the wheel 
at Mack a year ago. Although he 
stands hardly as high as the hood of 
one of Mack’s bigger trucks, Peterson 
has taken a bulldog stance and de- 
fiantly proclaimed his intention not 
merely to hang on to the market 
Mack has already got, but to expand 


*Traded NYSE. Price range (1956): high, 
; low, 2614. Dividend (1 ): 10% stock. 
Indicated 1956 payout: 10% stock. rnings 
per share (1955): $4.38. Ticker symbol: MQ. 
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MACK’S PETERSON: 
same question, same answer 


it further, most particularly at the 
expense of rival White Motor. And 
in the process, to take some of the 
jounce out of Mack’s erratic earnings 
record. 

To date, Peterson has succeeded 
rather impressively. Not that he has 
not had considerable help from the 
strong upswing in industry-wide 
truck sales. This year promises to be 
the big truckmakers’ best year. But 
when Pete Peterson got up to ad- 
dress the New York Society of Se- 
curity Analysts last month, it was 
also clear that he had been making 
the most of Mack’s opportunities. On 
a 62°, increase in net sales, to $192 
million, he told them, Mack had 
earned a thumping $7.8-million profit, 
$6.5 million more than in 1954. 

Rival’s Record. Wall Street’s an- 
alysts were all the more impressed 
with these figures when they com- 
pared them with White Motor’s show- 
ing. For one thing, it was the first time 
Mack had topped White in’ earnings 
since 1947. For another, thanks to an 
$80-million line of revolving bank 
credit, Mack’s financial resources 
had increased substantially, and 
total assets had risen to $195 mil- 
lion. As a result, Mack was able 
to pick up a large total of outstanding 


instalment paper and accounts re- 








Independent Truckmakers: 

Mack Trucks $194 
White Motor Co. 180 
Diamond T 38 
Diveo 12 


Four Automakers: 


General Motors 
Ford 

Chrysler 
Studebaker-Packard 


$12,443 
5,594 
3,446 
482 


year’s end. 





INVENTORY PAINS 


One of the worst headaches for truckmakers is the need to keep heavy inventories on 
hand. By contrast, automakers get by with relatively light inventories. 


Net Sales 
(in millions) 


*Inventory figure for Studebaker-Packard includes $20.8 million in completed autos 


ceivable, previously financed by 
banks, and handle them itself. 

Added to all that, Mack seemed to 
have pulled even further ahead of 
White in 1956’s first quarter. White 
set a stiff pace, boosting sales some 
36% to a record $52.7 million. But 
Mack’s gain was no less than 74%, to 
a record $60.2 million. Earnings also 
rose impressively, from 75c to $1.27 
per share. Best of all, Mack’s pros- 
perity was very likely to continue 
Reported Peterson: “Our backlog of 
civilian business at the end of March 
was $67 million, compared with $21 
million a year ago. Peterson’s aim fo1 
1956: a 40% sales gain 

Capital Punishment. Longtime auto- 
maker Peterson, who came to Mack’s 
presidency from Studebaker-Packard 
after 40 years in the auto business, 
found himself in a very different fiscal 
vineyard. Bent making Mack 
grow, he found himself unaccus- 
tomedly short of working capital with 
which to do it. Unlike the 
makers, who produce many 
tions of a relatively 
signs, Mack must make and _ stock 
parts for a wide variety of truck 
types. Thus it is forced to tie up cap- 
ital in big inventories of original and 
spare parts (see table). These com- 
plications, and their inhibiting influ- 
ence on growth plans, have not fazed 
Peterson. Says he, with feeling: “I’ve 
become deeply involved in trucking.” 

But the inventory problem is 
something he can ignore—o1 
Truck customers 
that replacement 
available, or they shop 
Thus it is characteristic that Mack’s 
ratio of net sales to inventory ran 
about 3.4-to-1 last year, as compared 
to the automakers’ average 8-to-1 
ratio. The resultant pinch on work- 
ing capital is also intensified by the 
fact that the truckbuilding business is 
in large part a credit operation. Rec- 
ognizing this, Peterson is expanding 
Mack’s own financing of 
purchases. One result 
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$57 $3.40 
51 3.50 
VW 3.40 
4 3.30 
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388 
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6.00 


unsold at 











opened, Mack’s working capital was 
down some $2.2 million, to $47.8 mil- 
lion. Says Peterson candidly: “Frank- 
ly, we’d like to see it higher.” 
Payout Pinch. In order to get it 
there, Peterson has doggedly decided 
to throw every available dollar back 
into working cash. As a_ result, 
Mack’s stockholders have not been 
exactly sharing in the company’s ris- 
ing fortunes. Whereas rival White 
Motor has made a cash payout to 
stockholders in every year since 
1939, Mack for the past three years, 
has declared only stock dividends, the 
last of which was announced two 
weeks ago. That fact has fairly invited 
the frequent queries Peterson gets 
from Wall Street about possible re- 
sumption of cash dividends. To an 
analyst who arose last month to put 
the same old question yet one more 
time, Peterson returned the same old 
answer: “We need the money.” 


CHEMICALS 


SPARKLING 
DIAMOND 


From an also-ran in Wall 

Street, Diamond Alkali has 

developed an _ unexpected 
growth glitter. 


Durinc many of its 45 years as a 
chemicalmaker, Cleveland’s $105-mil- 
lion (assets) Diamond Alkali Co.* 
had little about it that resembled in- 
vestment glitter. By the end of World 
War II, Diamond Alkali was appar- 
ently so inviolably wedded to its un- 
romantic line of low-margin indus- 
trial chemicals, (e.g., caustic soda, 
soda ash, bicarbonate of soda) that 
Wall Street’s perpetual enthusiasm 
for growth companies all but doomed 
it to oblivion. 

Second Thoughts. But by last month 
Wall Street was having serious sec- 
ond thoughts about Diamond Alkali. 
For in one short decade, Diamond’s 
youthful bosses, Chairman Raymond 
Evans (47) and President John Sar- 
gent (46), have boosted the old al- 
kalimaker’s sales no less than three- 
and-one-half times, to $110 million, 
and its earnings to $8.4 million. 

By any standards, this was a growth 
performance as spectacular as any in 
the chemical industry. What is more, 
Evans and Sargent have wrenched 
Diamond out of the well-worn alkali 
rut (see chart) and pushed it far 


*Traded NYSE. Price range (1956): high, 
56%; low, 434%. Dividend (1955): $1.50 plus 
3% stock. Indicated 1956 payout: 374oc quar- 
terly. Earnings per share (1955) : $3.38. Ticker 
symbol: DIA. 
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afield into organic chemistry. By 
1955’s end, Diamond was sporting a 
sparkling 24.4% profit margin (be- 
fore taxes and depreciation) vs. only 
19.6% in 1953 and just 15.6% in 1946. 

Diamond’s new look was not easily 
come by. When Ray Evans, son of 
Founder T. Raymond Evans, took 
over as president in 1947, Diamond 
Alkali’s prospects were unexciting. 
Not only was its business mainly con- 
centrated in the unglamorous alkalis, 
but its prime fixed asset was a seri- 
ously run-down, strike-ricdled Ohio 
plant, the output of which accounted 
for 96% of the company’s sales. Oth- 
er liabilities: a limited marketing 
area, a non-existent research pro- 
gram. 

Sweet Music. To help him change 
all that, Evans promptly brought in 
Jack Sargent as executive vice-pres- 
ident.t Together they kicked off a 
much-needed $100-million expansion 
and modernization program. (Hard- 
ly an improvement had been made in 
Diamond’s Painesville, Ohio plant 
since the 1920s.) Most of the cash 
went to lease government-owned 
chlorine plants at Pine Bluff, Ark. 
and Edgewood, Md., to the purchase 
of a third chlorine plant at Muscle 
Shoals, Ala. (for $15 million), and to 
erect a spanking-new chemical plant 
at Houston. 

Thus by the end of last year, Dia- 
mond’s operations not only were 
national in scope, but virtually unlim- 
ited in objectives. It was also pour- 
ing some $3.6 million a year into 
exploratory research (vs. only $1 mil- 
lion in 1948) on a host of new chem- 
ical applications ranging from 
chlorine-derived organics to atomic 


+Sargent took over the presidency in 1954 
when Evans moved up to chairman. 
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DIAMOND ALKALI COMPANY PLANT: 


energy. But to Wall Street ears, the 
sweetest music was this one fact: that 
Diamond Alkali’s traditional line of 
high-volume, low-profit alkalis now 
account for only 36% of sales. 

Broader Base. Before Evans took 
over, Diamond Alkali had been no- 
toriously unimaginative in develop- 
ing new uses for its basic chemicals. 
Practically its only attempt at prod- 
uct diversification or upgrading had 
been in certain silicates and chrom- 
ates which need Diamond’s soda ash 
in their manufacture. 

But Diamond also made a 
amount of chlorine. Using this as 
a springboard, Evans _ promptly 
launched out into a line of chlorine- 
based chemicals ranging from fer- 
tilizers to petrochemicals and plastics. 
He has since boosted Diamond’s 
chlorine production to the point 
where it now makes some 11% of the 
nation’s merchant chlorine, and he 
has pushed it into chlorinated meth- 
anes, dry-cleaning solvents and metal 
cleaners, plastics, and such pesticides 
as DDT and Lindane. 

Last year, in a shrewd move to 
bring Diamond closer to the consum- 
er, Evans bought Black Leaf Co.’s 
line of 200-odd herbicides, insect 
sprays and dusts. “Diamond Alkali,” 
he announced proudly, “now has the 
broadest base in pesticides of any 
chemical company today.” 

Perspective. All this notwithstand- 
ing, it is not all beer-and-skittles for 
Diamond Alkali these days. Agricul- 
tural chemical salesmen are finding 
the going rough right now. Soda ash 
prices are barely high enough to off- 
set the costs of replacing worn-out 
equipment. What’s more, Diamond 
Alkali’s polyvinyl chloride (used as a 
base in rainwear, food wrappings, 
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slowly, but surely, growth began to glitter 
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% of Total Sales 


PRODUCT MIX 


Since World War II, Diamond Alkali 
has boosted its sales three and a half 
times to $110 million. More important, it 
has broken out of low margin basic 
chemicals into more profitable chlorine 
and organics. 
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floor coverings) is battling in a high- 
ly competitive plastics market, and 
Diamond Alkali’s attempt to get a 
beachhead in silicones means buck- 
ing such established giants as Dow 
Corning and General Electric. 

Yet whatever short-term difficul- 
ties crop up here and there, Evans 
has no fears that Diamond Alkali will 
slip back from its newly-won emi- 
nence. To make sure that it does not, 
he is planning to spend another $60- 
$80 million on new plant and equip- 
ment over the next five years. Says 
Jack Sargent optimistically: “Our 
sales volume should approach an an- 
nual rate of $150 million by 1959-60.” 

Already this year, Diamond Alkali 
is well on the way toward that goal. 
By 1956’s first-quarter mark, its sales 
had increased 22% to $29.9 million, 
with profits rocketing 66% to $2.8 
million. Best of all, its profit margin 
before taxes and depreciation, once 
the bane of Bull Marketeers, was a 
positively lustrous 27.8%. 


SEASONED 
OLDSTER 


In his optimism, Pennsalt’s 
Bill Drake is thinking more 
of 1960 than of 1956. 


For sheer rock-like stability, hardly 
an industrial outfit in the land can 
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hold a candle to venerable, 105-year- 
old Pennsylvania Salt Manufactur- 
ing Co.* Its record of dividend pay- 
ments stretches back in an unbroken 
line to the year Pickett led his des- 
perate charge at Gettysburg. Its 
product line of 400-odd salt- or 
fluorine-based industrial chemicals 
still includes the first product it ever 
made—household lye. 

But last month Pennsalt was acting 
more like an ambitious youngster 
than a contented greybeard. Speak- 
ing glowingly about the “accelerated 
future growth of our business,” Pres- 
ident William Drake, himself just 43, 
announced that Pennsalt was bud- 
geting $55 million for expansion over 
the next five years, as much as it had 
spent in the past ten. Most of the 
cash, Drake added, would be used 
(1) to develop products entirely new 
to the company, (2) to upgrade some 
of Pennsalt’s low-margin basic chem- 
icals. Said he: “We shall be invest- 
ing in the future.” 

Spreading Out. Pennsalt has, in 
fact, been investing solidly in the 
future ever since 1949. That year it 
built its spanking-new sulphuric acid 
and hydrofluoric acid plant at Calvert 
City, Ky. as part of the great river- 
side industrial complex where Air 
Reduction, General Aniline & Film, 
B.F. Goodrich Chemical and Pitts- 
burgh Metallurgical, among others, 
have staked million of dollars. Since 
then Pennsalt’s installation has been 
expanded to include plants for the 
manufacture of chlorine, caustic soda 
and hydrogen chloride. 

Pennsalt also got together last year 
with Hooker Electrochemical to har- 
vest salt from Utah’s Great Salt 
Lake and laid out a sizable chunk of 
cash to hurry the development of 
Pennsalt’s fluorspar mines in western 
Kentucky. Hardly pausing for breath, 
Drake then announced plans to build 
another Calvert City plant to produce 
potassium hydroxide and still another 
to make the same fluorinated hydro- 
carbons which du Pont and Allied 
Chemical & Dye have brought to such 
profitable fruition in aerosol bombs 
and refrigerants. 

Slow Pace. But for all this hustling 
expansiveness, Pennsalt has yet to 
earn itself a niche among the great 
profit-makers of the chemical indus- 
try. Its profit margin of 11.1% before 
depreciation and taxes last year was 
one of the lowest in the gilt-edged 
chemical business. Its return on 
stockholders’ equity has averaged 
only 7.3% a year since 1951, barely 
half of what most chemical investors 


*Traded NYSE. Price range (1956): high, 
59; low, 4534. Dividend (1955): 40c quarterly 
plus 25c extra. Indicated 1956 payout: 40c 
quarterly plus 25c extra. ae per share 
(1955) : $2.80. Ticker symbol: PSM. 


have become accustomed to today. 

Wall Street, however, sometimes 
rates promise as more important than 
past performance. It certainly does so 
in Pennsalt’s case. Despite the com- 
pany’s age and _ unexciting past 
growth record, investors last month 
were paying no less than 20 times 
earnings for Pennsalt common—an 
honor stock buyers generally reserve 
for companies they expect to earn a 
good deal more in the future. 

Patience. Why does Wall Street 
rate an industrial oldtimer like Penn- 
salt with such industrial Horatio Al- 
gers as American Cyanamid and 
Monsanto in the cold-blooded matter 
of price-earnings ratio? Mainly be- 
cause the Canyon is well aware that 
chemists regard fluorine chemicals, 
Pennsalt’s forte, as having almost 
endless possible applications. 

Yet bustling, youthful Bill Drake 
is quick to point out that Pennsalt’s 
future is still some way off. He does 
not expect any sudden or startling 
increase in net profits over the $3-$4 
million level, where they have 
dawdled the past six years, until per- 
haps 1960. 

After all, says he, “this program for 
future growth is a major undertaking. 
It is realistic and attainable, but it 
will take time.” 


HOUSEHOLD GOODS 





BOOM IN THE 
LIVING ROOM 


Del Kroehler is using some 

well-worn Detroit ideas to put 

more profit in the familiar 
living room chair. 


As president, chairman and largest 
stockholder of the Kroehler Manu- 
facturing Co.,* Delmar Leroy Kroeh- 
ler, 54, rarely frets about what habit- 
ual televiewing may do to the minds 
and morals of U.S. citizenry. He is 
delighted that TV keeps them glued 
to the living room. “It makes them,” 
says he, “notice the sagging springs 
and frayed upholstery of the family 
furniture.” 

Del Kroehler is understandably 
concerned about the American con- 
sciousness of appearances. Last year, 
by turning out 982,000 upholstered 
chairs, couches, studio beds and sim- 
ilar items and selling them for $76 
million, Kroehler fortified its position 
as the U.S.’s largest maker of uphol- 
stered furniture. Thanks to TV and 


*Traded NYSE. Price range (1956): high, 
2915 low, 22. Dividend (1955) : $1.45. Indicated 
1956 payout: $1.60. Earnings per share (1955) : 


$4.07. Ticker symbol: KFM 





the big building boom, Kroehler has 
raised his sales 65% since 1945. But 
in the process he has had to contend 
with stiff competition for the con- 
sumer’s dollar from cars, vacation 
trips and all the wonderland of goods 
and services that U.S. enterprise cap- 
italism offers its citizens. 

5,000 Competitors. Kroehler in this 
respect has been considerably more 
successful than most of his competi- 
tors. Though Kroehler, with its 12 
U.S. and three Canadian plants, is the 
largest in the field, it has just 8% of 
the U.S., 25% of the Canadian market 
for upholstered furniture. The re- 
maining 92% is divided among some 
5,000 competitors, most of them small 
and relatively weak. Thus while 
Kroehler flourished, many of the 
smaller furniture makers fell by the 
wayside, victims of rising costs and 
shrinking profits. 

Kroehler, too, has had its troubles. 
Profits fell from $4.7 million in 1950 
to less than half that amount in 1952, 
1953 and 1954, and sales too made lit- 
tle headway. Del Kroehler, however, 
struck back. He adapted more as- 
sembly line techniques in place of the 
traditional hand methods of furni- 
ture-making, replaced heavier mate- 
rials with plastics, plywood and light 
metals wherever possible. Between 
1946 and 1955 he poured $9 million 
into expanding and modernizing 


plants. Kroehler also built up his own 
fleet of 274 trucks, which now ship 


80% of his company’s production. 

By last year, Del Kroehler was able 
to report that profits hit $4.1 million, 
second best in history and within a 
shade of 1950’s $4.7 million. With 
shipments thus far in 1956 running 
30% ahead of last year, he was speak- 
ing expansively last month about a 
sales volume of $100 million by 1958. 

Detroit-Minded. Del Kroehler has 
been thinking about the furniture 
business in expansive terms ever 
since he first joined his father’s furni- 
ture company as a machinist in 1924, 
fresh out of the University of IIli- 
nois. Right now he is determined to 
take another leaf out of Detroit’s fab- 
ulous success story: making people 
dissatisfied with their old furniture 
through annual model changes. It 
bothers him that Americans who 
would not be seen riding in a three- 
year-old automobile find nothing 
wrong about ensconcing themselves 
in 1920-vintage armchairs. 

“Our line,” says he, “now changes 
almost completely once a_ year. 
Americans still haven’t overcome the 
old idea of living with furniture for a 
lifetime, but we’re out to make them 
as style- and model-conscious in 
living room furniture as they are in 
automobiles.” 
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CLARK’S SPATTA: 
he prefers to work for himself 


MACHINERY 


END PRODUCT: 
PROFIT 


Through selective ex pansion, 
Clark Equipment has created 
a new look in profits 





“Wer’RE a new company,” George 
Spatta, 63, president of the 53-year- 
old Clark Equipment Co.* was saying 
last month. “Ten years ago we were 
working for other people 90°% of the 
time. Today we work for ourselves— 
two-thirds of the time anyway.” 

What Spatta meant is that over the 
past decade Clark Equipment has 
changed from a producer of truck 
components (transmissions, gears, 
axles) for other manufacturers to 
what Spatta likes to call “end prod- 
ucts”—that is, finished goods like 
fork-lift trucks, tractor shovels, and 
excavator cranes, which are sold di- 
rect to the users. The results are im- 
pressive. Over the decade, Clark 
Equipment’s sales have risen 240%, to 
$131 million. But earnings have 
soared far faster: 600%, to $9 million. 

Post-War Slump. When Spatta took 
over in 1945, the company’s best 
years seemed to be behind it. War- 
time defense orders had boomed 
Clark’s sales from a mere $12.5 mil- 
lion in 1939 to a record $79 million 
in 1943. After that wild surge, the 
future seemed to contain only a let- 
down. In 1946, Clark’s sales trickled 
off to a mere $38 million. 

Spatta, however, thought he saw 


*Traded NYSE. Price range (1956): high, 
10642; low, 78. Dividend (1955): $3.75. Indi- 
cated 1956 payout: $3.75. Earnings per share 

1955): $8.46. Ticker symbol: CKL 


the glimroer of better things ahead— 
if Clark could reduce its dependence 
on the fluctuating fortunes of such 
truckmakers as Ford, General Mo- 
tors, and Allis-Chalmers, whom it 
supplied with parts. If Clark ever 
hoped to control its own destiny, he 
reasoned, it would have to strike out 
on its own. 

New Directions. As the nation’s 
largest manufacturer of fork-lift 
trucks (close behind in second place: 
Yale & Towne), Spatta thought he 
saw a readymade beachhead toward 
his target. His industrial truck divis- 
ion (materials handling equipment), 
he reasoned, would not only give him 
a broad customer base, but also pro- 
vide a new outlet for Clark’s auto- 
motive components. So Spatta set to 
work to have his entire line of fork- 
lift trucks and other materials han- 
dling equipment redesigned, 
soon was pouring money into plant 
expansion. At the same time, he 
abandoned Clark’s old system of fac- 
tory branch distribution, set up a net- 
work of locally-owned dealerships. 

Before long, sales began to pick up. 
But they still fluctuated with the for- 
tunes of the automotive industry, and 
the economy in general. Propelled by 
Korean War orders, sales set new 
records, only to fall off again when 
the crisis was over. By that time, 
however, Spatta had moved _inio 
phase two of his plan, had again be- 
gun to expand his plants and his, by 
then, nationwide dealer oganization. 

In particular, Spatta was out to 
make a name for Clark in the con- 
struction equipment industry. Since 
earthmoving equipment is essentially 
materials-handling equipment, Spatta 
felt it was right down his alley. Be- 
sides, Clark’s automotive division had 
the know-how to build the essential 
power plants, and the market for the 
machinery seemed promising. 

Spatta lost no time plunging ahead. 
He snapped up a construction-equip- 
ment maker, Ross Carrier, over- 
hauled and expanded his line again, 
and set up a leasing system for in- 
stalment plan buying of high-cost 
heavy equipment. By extending 
ready credit, he opened up a new mar- 
ket among smaller operators. 

His efforts have paid off remark- 
ably well. Thus by last year, with al- 
most no orders from the government 
to buoy up Clark’s sales, its volume 
topped even the $124-million Korean 
War peak level. “This company’s 
markets,” now boasts Spatta with 
satisfaction, “have become as broad- 
ly based as the national economy it- 
self.” Of Clark’s $131 million sales last 
year, the industrial truck division ac- 
counted for 50%, the automotive and 
construction machinery divisions 28% 
and 15% respectively. 
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Checked your weight lately ? 


MEN* 


Fully clothed, 
1 inch heels 


HEIGHT 
Small Frame 
Medium Frame 


Large Frame 


5'3" | 54" 55" | 5'6" | 5'7" 


WOMEN* 


Fully clothed, 
2 inch heels 


HEIGHT 

Small Frame 
Medium Frame 
Large Frame 


If you are one of the many millions of Americans who've 
gained unneeded pounds, consider these facts: 

1. At ages 20 and over, men and women who are con- 
siderably overweight have a mortality rate about 50 per- 
cent higher than their “trim” contemporaries. 


2. High blood pressure occurs more than twice as often 
in overweight people as in thinner people. 

3. Studies show that 85 percent of adult diabetics were 
overweight at the onset of their disease. 


So, it’s evident that excessive poundage burdens more 
than your two feet. In fact, overweight can impair the 
function of many vital organs and hence is associated with 
many life-shortening conditions. 

On the other hand, if you reduce . . . and keep your 
weight down . .. you should increase your chances for long 
life and good health. You will certainly look and feel bet- 
ter... and have greater stamina, too. 

Yet, some quick-reducing diets may be almost as bad 
for your health as the constant stress of overweight. All 
diets, therefore, should be avoided, unless prescribed by 
your doctor. 


5'8" 
119-128 | 122-132 | 126-136 | 129-129 | 133-143 | 136-147 | 140-151 | 144-155 | 148-159 | 152-164 | 157-169 | 163-175 | 168-180 
127-136 | 130-140 | 134-144 | 137-147 |141-151 | 145-156 | 149-160 | 153-164 | 157-168 | 161-173 | 166-178 | 171-184 


5'4" 
104-111} 105-113] 107-115] 110-118 | 113-121] 116-125] 119-128} 123-132] 126-136 | 129-139 133-143 | 136-147 | 139-1 

110°118} 112-120} 114-122 | 117-125 | 120-128 | 124-132 | 127-135] 130-140] 134-144 | 137-147] 141-151 | 145-155) 148-158 
117-127] 119-129) 121-131 | 124-135] 127-138) 131-142] 133-145] 138-150] 142-154) 145-158) 149-162 | 152-166) 155-169 


176-189 


133-144 | 137-149 | 141-153 | 145-157 | 149-162 | 153-166 | 157-170 | 161-175 | 165-180 | 169-185 | 174-190 | 179-196 | 184-202 


5's" | S'6" | S'7" | S's" | S'9" | S't0" | S'hh" 


So, when you plan to reduce, start with a visit to your 
doctor. He will determine your desirable weight . . . and, 
most important, he will give you a sound, balanced, varied 
diet that everyone needs whether reducing or not. 

If you are overweight and want to reduce surely and 
safely, these “‘do’s and don’t’s” may help you: 

Do say “no” to all high-calorie foods . . . rich desserts, 
gravies, sauces and social-hour tidbits. 

Do exercise moderately to keep in trim and help burn 
up unneeded calories. 

Don’t use “reducing drugs” except on your doctor’s 
recommendation. 

Don’t give a second thought to second helpings . . . 
matter how tempting they may be. 

Don’t expect immediate good news from the scales. One 
or two pounds a week is a safe, sensible rate of weight loss. 

Metropolitan’s booklet Overweight and Underweight 
gives a number of helpful low-calorie menus, lists calorie 
values of 200 foods and offers other suggestions which may 
help you shorten your beltline and lengthen your lifeline. 
Mail the coupon below for your free copy. 


% Desirable weights for men and women of ages 25 and over based on numerous 


Medico-Actuarial studies of hundreds of thousands of men and women. 
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Metropolitan Life Insurance Co. 

1 Madison Ave., New York 10, N. Y. 
Please send me a copy of your booklet 

Overweight and Underweight. 556-F. 
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Anaconda’s 


role 
in the 


heavier demand 


lead 


Newer and more “dramatic” metals have lately taken 
the spotlight from prosaic yet versatile lead. But this 
heaviest of common metals is experiencing increas- 
ingly heavy demand. And lead is one of the many 
non-ferrous metals which Anaconda has long pro- 
duced. Anaconda’s lead output last year was more 
than 67,000,000 pounds. 


Main factor in the rising demand for lead is its 
special importance in storage batteries, essential in 
the trend to motorization on land and sea through- 
out the world. Other ever-growing uses for lead are 
in high-octane gasoline and the solders increasingly 
needed in the automotive and the electrical fields. 


The 


ANACONDA 


Company 


High construction activity also calls for more lead 
for paints, porcelain enamels and for sheathing 
power cables. A newer and rapidly growing use is in 
nuclear energy generation and radiation products 
demanding lead shielding or protective glass with 
up to 60% lead content. For all these applications 
and many more, lead is the preferred metal. 


To keep pace with this growing demand, Anaconda 
is continuing to develop its lead resources and metal- 
lurgical research, along with its broadening activity 
in copper, aluminum, zinc, uranium oxide, a large 
number of by-product non-ferrous metals and fabri- 
cated mill products. : 


The American Brass Company 

Anaconda Wire & Cable Company 

Andes Copper Mining Company 

Chile Copper Company 

Greene Cananea Copper Company 

Anaconda Aluminum Company 

Anaconda Sales Company 

International Smelting and Refining Company 
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AIRCRAFT 


MILESTONE 


In smashing the sonic bar- 

rier, Lockheed Aircraft only 

brought the thermal barrier 
a little closer. 


In the clear, sunlit air high above 
Southern California’s Antelope Val- 
ley one day last month, the fastest 
combat plane in the world banked 
and twisted its way through a spec- 
tacular series of maneuvers. On a 
landing strip far below, Air Force 
brass studied the demonstration, 
called it “the most advanced airplane 
of its type ever developed.” 

Also watching with something akin 
to fatherly pride was a suave civilian 
named Robert Ellsworth Gross. His 
Lockheed Aircraft Corp.” had al- 
ready been awarded a $100-million- 
plus contract to rush the plane— 
dubbed the F-104A Starfighter—into 
production. Wincing visibly as sonic 
booms reverberated around him, 
Gross happily ticked off some of its 
amazing characteristics: 

e On razor-sharp wings that meas- 
ure only seven and a half feet from 
tip to fuselage, the F-104A can rocket 
along at speeds unofficially  esti- 
mated at 1,500 mph—roughly twice 
the speed of sound. Its powerplant: 
GE’s powerful J-79 jet engine. 

e Billed as an operational fighter, 
the plane can function either as a 
day-night atomic bomber or as a tac- 
tical support attack plane. 

e Weighing only half as much as 
standard fighter planes, the Star- 
fighter is also half as expensive. “For 
a given number of dollars,” said 
Gross, “the Air Force can actually 
buy twice as many 104As as com- 
parable fighters.” 

Wonderful Things. But even while 
Air Force General Otto D. Weyland 
was hailing the craft as “a tremen- 
dous step forward in the era of super- 
sonic flight,” Businessman Gross saw 
it in a somewhat different light. “We 
need volume airplanes,” he said. “In 
fact, a company like ours needs sev- 
eral types. Quantity production of 
104As can do really wonderful things 
with our costs and wages.” 

Not that Gross has any current 
worry that an awesome silence might 
suddenly fall over his assembly lines. 
His California plants last year con- 
tinued to roll out Neptune patrol 
planes for the Navy as well as mili- 
tary and commercial versions of 
Lockheed’s world-famed Super Con- 


*Traded NYSE. Price range (1956): high, 
535g; low, 45. Dividend (1955): $3. Indicated 
1956 payout: 60c quarterly. Earnings per 
share (1955): $6.12. Ticker symbol: LK. 
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LOCKHEED’S RAZOR-WINGED F-104A 


stellation. At Marietta, Ga., mam- 
moth C-130 Hercules turboprop mili- 
tary transports hit full production. 
And by a happy stroke of fortune, 
Lockheed was sitting with more than 
$250 million in orders for its Electra 
turboprop airliners. “When Boeing 
came out with its jet transport,” said 
Gross, “we concentrated our fire on 
turboprops. Douglas Aircraft had to 
decide whether to compete with Boe- 
ing or with us. They picked Boeing, 
which made us happy as all get out.” 

Other Barriers. As the biggest U.S. 
planemaker in assets ($299 million), 
Lockheed to date has had something 
less than a clear field to profitability. 
In sales (1955 gross: $674 million) it 
ranks only sixth in the industry, 
while no less than six other aircraft 
companies last year topped its $17.3- 
million profit. Whether its heavy 
backlog of orders for commercial 
planes and F-104As can pull it up to 
industry-wide standards is pure 
speculation. But if Air Force esti- 
mates are correct, the 104A should at 
least have a long productive life. 
One high Air Force officer even called 
it “the ultimate development in sup- 
ersonic flight.” 

It may also be one of the last of 
the U.S.’ great supersonic fighters. 
To whoosh along at faster speeds than 
the Starfighter, aeronautical experts 
say, a plane will have to be classed 
as “superthermal” (i.e., capable of 
penetrating the still-unsolved heat 
barrier). When or how this will be 
accomplished, the Air Force either 
does not know or will not say. But 
in awarding two new contracts last 
month, they virtually assured the 


STARFIGHTER: 


it nudges close to the ultimate 


planemaker of sharing in other won- 
drous aeronautical developments lon; 
before the F-104A is obsolete. 

One contract went to General Dy- 
namics’ Convair division for the de- 
velopment of a nuclear-powered 
plane. The other went to Lockheed 
ItS purpose: to build the world’s big- 
gest research and development facili- 
ties for atomic-powered aircraft out 
in the North Georgia hills, only a 
short superthermal hop away 
Lockheed’s big Marietta plant. 
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MEDIUM BID 


General Dynamics’ new jet 

transport may be just good 

enough to drive it out of the 
medium-range market. 


Were it not for the $483-million- 
a-year business turned in by its 
plane-building Convair division, $295- 
million (assets) General Dynamics 
Corp.* could not make very lavish 
claims to industrial bigness. In fact, 
no less than 70% of the $687 million 
which flowed into General Dynamics’ 
till last year was put there by the 
planes which kept rolling off Con- 
vair’s San Diego and Fort Worth as- 
sembly lines. Sometimes General 
Dynamics’ President John Jay Hop- 
kins must wonder whether too much 
of Convair’s business does not come 
from the Pentagon, whose orders ac- 
counted for 96.7% of sales in 1955. 


*Traded NYSE. Price range 
6634; low, 5742. Dividend (1955) 
cated 1956 payout: 55c quarterly 
per share (1955): $4.23 


(1956): high, 
$2.15. Indi- 

Earnings 
Ticker symbol: GD 





Modest Mufti. Almost as if in re- 
sponse to some such thought, last 
month Convair announced its bid for 
a share of the commercial jet trans- 
port market, until now the almost 
exclusive province of Douglas and 
Boeing. Its aim: retaining in the jet 
age its longtime supremacy as the 
world’s most successful builder of 
medium-range commercial airliners. 

Convair’s twin-engine 240s and 
340s long were by far the most pop- 
ular propeller-driven transports in 
the medium-range class. In addition, 
almost 100 of its new souped-up 440 
Metropolitans have been sold in less 
than a year. But even at that, Con- 
vair’s civilian business has never 
been exactly overwhelming. Last 
year it amounted to only $16 million, 
or a mere 2.3% of GD’s total sales. 

Wraps Off. With considcrable fan- 
fare, GD’s Hopkins last month took 
the wraps off a plane which conceiv- 
ably could give Convair’s commercial 
business a walloping boost. Called 
the Skylark 600, Convair’s new bid 
for medium-range jet supremacy is a 
small (80 to 90 passengers), four- 
engine transport powered by Gen- 
eral Electric’s J-79 engine—the same 
engine used in such supersonic mili- 
tary planes as Convair’s own delta- 
wing F-102 interceptor and B-58 
Hustler bomber, and Lockheed’s fan- 
tastic 1500-mph F-104 Starfighter.. 

Billed as the “fastest commercial 
plane in the world” (its 609-mph 
cruising speed is roughly 60 mph 
faster than Douglas’ DC-8 or Boe- 
ing’s 707 transports), the Skylark 
seems to have some notable advan- 
tages—on paper, at least—over its 
rivals. Not only is it much cheaper 
(cost: $3.3 million vs. $5-to-$6 million 
for Boeing and Douglas jets), but it is 
also designed to operate economically 
on trips as short as 400 miles. An 
added advantage: it is capable of 
operating out of every major airport 
in the country, whereas many present 
runways will need lengthening to 
handle DC-8s and 707s. 

Rough Rivals. But there may yet 
be cold water dashed on Convair’s 
prospects. While its commercial busi- 
ness is not a very great fraction of 
the industry-wide total, Convair’s bid 
is more than a little discomforting to 
Douglas and Boeing. With the long- 
range transport market sewed up 
neatly between them, neither likes 
the idea of a third planebuilder grab- 
bing off what may be an equally fat 
plum: the medium-range market. 

Thus, from Seattle and Santa Mon- 
ica last month, came the news Con- 
vair was hopeful it would not hear: 
that both Douglas and Boeing are 
now offering smaller, shorter haul 
versions of their own DC-8s and 707s. 
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AIRCRAFT 


HAGERSTOWN 
HOPEFUL 


Down to one-plane produc- 
tion, Fairchild’s Dick Boutelle 
is singing the praises of a host 
of new aeronautical wonders. 


On a brisk December day in 1950, 
Industrialist Henry J. Kaiser stalked 
happily into the Hagerstown, Md. 
headquarters of Fairchild Engine & 
Airplane Corp.* to shake hands with 
Fairchild President Richard Boutel- 
le. For his part, Boutelle could hard- 
ly have been less elated over the ar- 
rival of his distinguished visitor. 
The Air Force had just awarded 
Kaiser-Frazer’s Willow Run plant a 
fat contract to build a fleet of C-119 
Flying Boxcars, the mammoth Fair- 
child-designed military cargo planes 
on which Boutelle had been pinning 
Fairchild’s fiscal hopes. Kaiser’s con- 
tract meant simply that Fairchild’s 
own production of C-119s would be 
abruptly curtailed. Worse yet, the 
Pentagon dealt Boutelle an ironic 


*Traded NYSE. Price range (1956): 
155g; low, 12%. Dividend (1955): 55c plus 59 t 
stock. Indicated 1956 payout: 55c plus 5% 
stock. ro per share (1955) : $1 ab Ticker 


FAIRCHILD'S 
FLIGHT-LINE 


high, 


1950 1951 1952 1953 1954 


coup de grace by actually requesting 
him to furnish the technical know- 
how to put Kaiser’s assembly lines 
into production. 

Boutelle grudgingly agreed, but not 
for long. Three months later Kaiser 
made the mistake of buying control of 
Chase Aircraft, designers of a com- 
peting cargo plane, the C-123 Avi- 
truc. Boutelle bristled, boiled over, 
and stomped off to Washington to say 
he’d be jiggered if he was going to 
teach a competitor how to build air- 
planes. The Air Force retreated, 
switched part of Kaiser’s contract 
back to Fairchild (ostensibly because 
Kaiser’s production costs were four 
times as high as Fairchild’s). It also 
announced that henceforth the Hag- 
erstown planemaker would be the 
sole builder of C-119s. Three years 
later, the Pentagon clinched Boutel- 
le’s victory by awarding Fairchild 
the exclusive franchise to build 
Chase’s C-123 as well. 

Perspective. Erstwhile Planemaker 
Henry Kaiser has long since aban- 
doned the aircraft business for 
greener ventures elsewhere. But to 
Fairchild’s 15,000 stockholders, the 
memory of Dick Boutelle’s coup was 
still very much alive last month. 
During the past year, Fairchild’s as- 
sembly workers rolled out the last of 
more than 1,100 Flying Boxcars built 
in Hagerstown. By that time, how- 
ever, Boutelle was already sitting 
pretty with enough orders for Avi- 
truc assault transports on his books 
to keep Fairchild’s production lines 
humming for the next two years. 
Just how Fairchild would have fared 
had Kaiser made a-success of plane- 
making not even Dick Boutelle can 
accurately answer. One fact, how- 
ever, seems to tell the story: the 
Avitruc is the only new plane put in 
production in the past seven years. 

Not that Boutelle has knowingly 
allowed Fairchild to become a hap- 
less sitting duck for whatever con- 
tract-switching whimsy might evolve 
in Pentagon conference rooms. On 
the contrary, Boutelle has fashioned 
over the past few years one of the 
most fantastically diversified product 
lines any planemaker has ever as- 
sembled. Fairchild not only builds its 
own J-44 jet engines (used principal- 
ly in target drones and guided mis- 
siles) and aircraft pressurization and 
air-conditioning systems, but also 
turns out guided missiles (e.g., the 
air-to-underwater Petrel) for the 
Navy. 

To keep his plants crammed with 
business, Boutelle has also engin- 
eered sizable contracts to build parts 
for General Electric’s J-47 jet pow- 
erplants as well as outer wing panels 
and vertical fins for Boeing’s globe- 
girdling B-52 bomber. Last year, 
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As you consider the needs of the nation’s schools 


Available in cast iron, formed steel, and 
vitreous china. Your Eljer representative is 
thoroughly familiar with school plumbing 
needs. See him, consult Sweet's Architec- 
tural file, or write: Eljer Division of The 
Murray Corporation of America, Three 
Gateway Center, Pittsburgh 22, Pa. 


—remember that Eljer offers a 
complete selection of plumbing 
fixtures and brass goods specif- 
ically designed for school use. 
Look to Eljer for the matchless 
styling and proved utility you 
demand for your buildings. 


OiViSton OF THE 


ty 
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CORPORATION OF AMERICA 


THE ONLY NAME YOU NEED TO KNOW 
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IN PLUMBING FIXTURES 





Richfield Reports 


A NEW HIGH IN SALES 


through better SERVICE 


to more people! 


a 


BALANCE SHEET AT DECEMBER 31, 1955 AND DECEMBER 31, 1954 


Assets 1955 1954 Liabilities and Capital 1955 1954 

Cash and Government securities. .$ 27,655,825 $ 36,037,209 Current liabilities $ 26,880,339 $ 24,904,413 
35,701,797 31,482,947 Long term debt 81,000,000 84,000,000 
36,698,311 33,896,173 Reserve for contingencies 202,647 


Investments and advances (net).. 7,017,494 4,245,053 ‘ae ragsnart | aban 
Capital assets (net) 192,329,432 179,523,089 Earnings employed in the 
Deferred charges 5,086,892 4,719,906 121,910,135 106,300,687 


$304,489,751 $289,904,377 $304,489,751 $289,904,377 











OperaTiInc STATIsTICS — BARRELS 1955 1954 INCOME ACCOUNT 

Production of crude oil—gross.... 26,723,000 26,746,000 FOR THE YEARS 1955 AND 1954 
Production of crude oil—net 20,729,000 20,809,000 1955 1954 
Crude oil processed at refinery... 44,508,000 41,137,000 Gross operating income $ 245,295,088 $223,310,969 
Sales of refined products 50,876,000 40,122,000 Costs and expenses 196,224,541 184,282,580 


$ 49,070,547 $ 39,028,389 








lle Interest expense and 
WE WILL BE PLEASED TO SEND Ze COG nonoperating income—net.. (1,561,099) (1,457,688) 


YOU A COPY OF OUR 1955 RICHFIELD Off CORPORATION 180868 $ 47,509,448 $ 37,570,701 


eee 


ANNUAL REPORT. WRITE: Ve a ag te Provision for Federal 


tlie vient 


SECRETARY rm —-. taxes on income 17,900,000 12,000,000 
RICHFIELD OIL CORPORATION —_——— 


555 SOUTH FLOWER STREET me SD. g <qpnasy Net income $ 29,609,448 $ 25,570,701 
LOS ANGELES 17, CALIFORNIA - 9 ; : = a 
Net income per share .... $7.40 $6.39 








RICHFIELD OIL CORPORATION 


Executive offices: 555 South Flower Street, Los Angeles 17, California 
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Boutelle branched out of aviation en- 
tirely, delivered a prototype of Fair- 
child’s tiny five-man submarine (the 
X-1 Minisub) to the Navy. 

Hope. Despite these interesting 
side lines, Fairchild has not exactly 
been hearing hosannas from Wall 
Street. Last year its sales rose just 
10% to $155 million, while its earn- 
ings inched up only 3.3% to $4.3 mil- 
lion. Even so, in a year when plane- 
making giants like Boeing, Douglas 
and Lockheed were all taking their 
lumps, was not even this perform- 
ance something of a standout? Not 
to Wall Streeters, who are inclined 
to pay attention to different statistics. 
As a builder of transports and cargo 
planes, Fairchild has been far less 
successful in landing fat military con- 
tracts than the builders of top-pri- 
ority bombers and fighters (see 
chart). 

To his credit, Boutelle has never 
stopped trying. A few years ago 
Fairchild developed a revolutionary 
cargo plane (the C-120 Pack Plane) 
with a detachable fuselage. (“It was 
a damned good plane,” says a Boutelle 
lieutenant, “but no one ordered it. 
The prototype flew around for four 
years before it ended up as a tar- 
get.”) Boutelle also tried to edge his 
way into the commercial jet trans- 
port field now dominated by Douglas 
and Boeing. (“Our plane,” said Bou- 
telle, “had buried engines like the 
British Comet. That was enough to 
kill it.”) 

Lately Boutelle has been promot- 
ing the virtues of a short-range tur- 
boprop transport, Holland’s Fokker- 
designed F-27, for which Fairchild 
has U.S. manufacturing rights, as 
well as an eight-passenger jet-pro- 
pelled executive transport still on 
Fairchild’s drawing boards. He is 
also pushing work on a short take- 
off and landing (STOL) military 
transport that is now in the proto- 
type stage. 

“These planes have fine possibili- 
ties,” observed Boutelle hopefully 
last month. “The F-27, for instance, 
is perfect as a DC-3 replacement for 
short-haul airlines. And we're really 
very enthusiastic about the STOL 
too.” Enthusiasm aside, however, is 
Fairchild in a position to bag a pos- 
sible production contract? Or will it 
succumb to another Kaiser-like out- 
sider? 

“You can never tell about these 
things,” observes Boutelle. “If we 
can’t build the plane better and 
cheaper than anyone else, I suppose 
we don’t deserve a contract.” Then 
he adds as an afterthought: “I just 
don’t think there’s a manufacturer 
anywhere in the country that can beat 
us on that score.” 
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COMING UP 


.-. Still more expansion 


in cement supply 


As you read this today the cement industry is expanding, 
improving, growing at an unprecedented rate . . . building for 
the future needs of a nation on the move. By this time next year 
total annual producing capacity will rise from the previous record 
of some 320 million barrels in 1955 to a new high estimated at 
365 million barrels or even more. That’s a 14 per cent increase 

on top of the greatest capacity ever before achieved. 

Marquette is part and parcel of this movement, and even 
ahead of the industry growth rate. We're increasing our own total 
capacity from 13.6 million to more than 16.5 million 
barrels annually. That’s over 22 per cent. 


When you think of cement, think of progressiveness and growth. 
And Mark / Marquette for high priority in your thinking. 


MeN 1010) = fk ote 


ONE OF AMERICA'S MAJOR CEMENT PRODUCERS 


Operating eight cement producing plants in Illinois, lowa, Ohio, 
Missouri, T » Mi ippi and Georgia — and two more on the way 





ANNUAL CAPACITY 13,600,000 barreis 
—and some 3,000,000 additional barrels on the way 


MARQUETTE CEMENT MANUFACTURING CO. + 20 N. WACKER DRIVE « CHICAGO 6G, ILL. 
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Dynamics of 1955 


75th Anniversary of Electro Dynamic 
Division. Merger of Stromberg-Carlson 
Company as a Division of the Corporation. 
Development by Convair Division of “Atlas’’, 
the intercontinental ballistic missile. 
Performance “beyond all expectations” of the 
Navy by Electric Boat’s atomic-powered 
USS “Nautilus”. Establishment of the new 
General Atomic Division. Development of 
an atomic research reactor by Canadair 
Limited. Backlog of $1,600,000,000 

with an additional $370,000,000 of 

contracts under negotiation. 


RESULTS IN BRIEF 1955 1954!) 





Net Sales . ... $ 687,274,182 $ 712,150,670 
Profit Before Taxes 44,254,386 48,027,226 
Net Earnings al 21,254,386 22,777,226 
Earnings per 


Common Share ..... 4.23 4.6012) 


_ Cash, Dividends ......... 10,807,177 8,330,763 
Cash Dividends per 


Common Share 2.20 1,75(2) 


Working Capital 125,275,333 84,583,102 
Net Worth . 119,302,096 108,016,871 
Backlog .... ; . 1,610,000,000 1,089,000,000 
(1) To provide a basis for comparison, 1954 amounts include Stromberg~- 


Carlson Company. (2) Adjusted to give effect to 2-for-1 stock split-up 
in 1955. 
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PAPER 


GENERATION 
OF GIANTS 


Paper manufacturers have 
their problems, but right now 
the biggest one is rather 
pleasant to contemplate: how 
to keep up with demand. 


Last month the booming U.S. paper 
industry was giving another demon- 
stration of the fantastic growth that 
has made it a sales manager’s dream 
and a production executive’s night- 
mare ever since World War II. By 
striving with all its might and main, 
the industry last year managed to 
push output 12% higher to 30 million 
tons. But consumption, mounting 11% 
to 34.5 million tons,* managed as usual 
to keep several jumps ahead of the 
production men’s best efforts. This 
year the story is more of the same: 
production up, but demand rising 
even faster. 

Leading the Boom. Amidst the 
freest-spending prosperity in U.S. 
history, paper (see chart) was still 
outbooming the boom. There was a 
roaring grey market in newsprint. 
Every time the statisticians toted up 
the figures, they found that more 
items, from citrus fruits to dining 
room furniture, were being packed in 
paper instead of wood. More paper 
was going into building for such items 
as acoustic tile. For wrapping frozen 
foods and other convenience items, 
processors were calling for additional 
supplies of paper. And businessmen, 
prodding the boom along with hard- 
hitting advertising, were forcing US. 
newspapers and magazines to print 
more copies with more pages per 
issue. 


*The deficit was made good by the import 
of 5.5 million tons of newsprint. 
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Millions of Dollars 





TREETOPPERS 


Paper leaders are growing at record 
rate. International Paper has upped 
sales 87% in six years, Crown Zellerbach 
has logged a 152% sales increase. 
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PAPER BOOM 


Paper sales* have been growing at 
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Adding it all up, Americans were 
wrapping, reading, writing and drying 
their way through paper at the rate of 
3 million tons a month, a whopping 
250% increase over pre-World War II 
consumption. 

In such an atmosphere of feverish 
growth, it is hardly surprising that 
papermakers show up well on ForsBes 
Yardsticks. The industry’s Big Three, 
made up of International Paper,* 
Crown Zellerbach** and St. Registt 
have earned, on the average, 13.5% to 
149% on stockholders’ equity over 
the past half decade. Dividends paid 
by the Big Three have risen from a 
combined $3.69 a share in 1950 to $6.19 
last year. Their combined profits have 
soared from $103.6 million to $146.3 
million. 

Slow Reaction. At first, Wall Street 
was slow to catch on to what was hap- 
pening in paper. For several years 
after the war, the old idea lingered 
that paper was a “feast-or-famine” 
industry. But once investors realized 
that paper prosperity was apparently 
here to stay, the paper shares put on 
one of the greatest displays of fire- 
works in the entire bull market. Be- 
tween 1949 and last month, Crown 
Zellerbach shot up from 6% to 69%, 
International from 13% to 139, St. 
Regis from 6% to 52. As investors 
began hopping on the paper band- 
wagon, they soon found themselves 
paying much more for each $1 of paper 
company earnings. Stock prices soared 
even faster than profits. Whereas $1 of 
International’s profits had been cap- 


tTraded NYSE. Price range (1956): high 
139; low, 108. Dividend (1955): $2.86 adjusted 
for 5% stock dividend. Indicated 1956 payout 
$3. Earnings per share (1955): $7.54. Ticker 
symbol: IY 


**Traded NYSE. Price range (1956): high, 
6974; low, 5344. Dividend (1955): $1.53. Indi- 
cated 1956 payout: $1.80. Earnings per share 
(1955): $3.11. Ticker symbol: ZB 


ttTraded NYSE. Price range (1956): high, 
5234; low, 405g. Dividend (1955): $1.80. Indi- 
cated 1956 payout: $1.80. Earnings per share 
(1955) : $2.95. Ticker symbol: SRT. 
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italized at as little as $3 in 1949, last 
month its common stock was bringing 
$17.54 for every dollar of 1955 earn- 
ings. 

But for all these stock market pyro- 
technics, paper prosperity was obvi- 
ously no flash in the pan. The big 
paper companies have done exceed- 
ingly well in cashing in on their new- 
found opportunities. 

The Yardsticks. In earning power, 
giant International under Chairman 
John Holmes Hinman took a back seat 
to neither of its two big rivals. But in 
terms of growth and return on 
plowed-back profits, International had 
fleet-footed competition from Crown 
Zellerbach and St. Regis. In total pro- 
duction, Crown Zellerbach’s 1.6 mil- 
lion tons output was no match for 
International’s 4.5 million tons. But 
.thanks to a series of shrewdly-planned 
mergers, Crown Zellerbach’s James 
David Zellerbach, 64, easily held the 
growth record among the Big Three. 
Zellerbach has boosted sales 152% 
over his 1947-49 average, while In- 
ternational Paper’s sales were up 87% 

St. Regis, junior partner of the Big 
Three, lagged somewhat, but not far, 
behind its bigger competitors in such 
vital measures as earning power and 
the all-significant return on plowed- 
back earnings. 

Regardless of 


relative standings, 


however, there is still one question 
that presses equally hard on Ferguson, 


Hinman and Zellerbach: how to con- 
tinue to find the large amounts of 
capital the papermakers must have to 
pay for the expensive, automated ma- 
chinery they need to catch up with 
demand. International alone, for ex- 
ample, has poured no less than $215 
million into plant in the past five 
years. This, more than anything else, 
explains the papermakers’ low pay- 
outs averaging less than half their 
earnings. 

Technology. There are also a few 
technological trends that worry the 
top papermen. Rival shipping and 
wrapping materials are beginning to 
cut into some of their markets. Sugar 
and chemicalmakers, for example, are 
increasingly turning to tank car ship- 
ment instead of using multi-wall paper 
sacks. Plastic films are a growing com- 
petitor in food wrapping. 

Then, too, there is the unanswered 
question: what will happen when 
capacity finally overtakes demand? 
Right now this is not much of a prob- 
lem. But it may soon become one, 
especially with such big paper users 
as Lever Brothers, American Sugar 
Refining and Time, Inc., launching 
into the paper business on their own. 
As International’s John Hinman puts 
it: “Competitive pressure will inten- 
sify as new capacity in almost every 
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segment of the industry comes into 
production.” 

These potential headaches notwith- 
standing, the papermen are not really 
worriers. If they were, they would not 
sleep very well at night—what with 
the hundreds of millions they are 
planning to pour into new plants. 
Says Crown Zellerbach’s Zellerbach: 
“We're spending more than $1 million 
a week to increase productive capa- 
city... We have to. The paper industry 
may well have to double its present 
output over the next 20 years just to 
keep up with our country’s needs.” 


COMMUNICATIONS 


THE OLD WOMAN 
OF WALL STREET 


AT&T’s long awaited stock 

split and dividend hike look 

like long distance projects. 

Instead, the big phone com- 

pany is pouring $2 billion 
into expansion. 





Like the old woman in the Mother 
Goose rhyme, American Telephone & 
Telegraph Co.* has so many stock- 
holding children it doesn’t always 
know what to do to please them all. 
Last month, as the world’s largest 
publicly held corporation played host 
to some 3,000 of its prodigious family 
of 1,408,000 stockholders, AT&T took 
its cue from Mother Goose: it fed 
them some broth without any bread. 

The broth—AT&T’s report that its 


*Traded NYSE. Price range (1956): 
18714; low, 17914. Dividend (1955) 
cated 1956 payout 
(1955) : 


high, 
$9. Indi- 
$9. Earnings per share 
$12.27. Ticker symbol: T 


AT&T’S CRAIG & STOCKHOLDER: 
he answered the $9 question 


business was never better and _ its 
prospects better still—was ladled out 
in the cavernous auditorium of 
AT&T’s gleaming new stock records 
building in lower Manhattan.+ With 
President Cleo Frank Craig in charge 
of the proceedings, AT&T’s owners 
learned that their company will pour 
a fantastic $2 billion into expansion 
in 1956 alone, breaking its own rec- 
ord set last year by $457 million. By 
next year, said Craig, the Bell Sys- 
tem will be serving 50 million tele- 
phones vs. the current 47 million. 

No Bread. This serving left many 
a shareholder still hungering. One by 
one, they trouped up to the micro- 
phone to state their grievances: Why, 
after 24 years, is AT&T’s dividend 
still at $9 a share? Why does AT&T 
refuse to split its stock (almost 55 
million shares outstanding) by some- 
thing like 4-for-1? 

Craig promptly assured the stock- 
holders that AT&T’s board was far 
from asleep on the two issues. It had 
often considered both, just as often 
voted them down. Reasons: a split 
without a dividend hike would do 
nothing to raise the price of AT&T 
stock, might well send it into a slump. 
And, said Craig stoutly, AT&T has 
no intention of doctoring the stock 
just to push up the price “for the 
benefit of speculators.” An increased 
dividend is unlikely since AT&T, in 
the face of unprecedented expansion 
requirements, cannot set aside suffici- 
ent undistributed earnings to protect 
a dividend of more than $9. Current- 
ly, said Craig, AT&T has set aside 
$19.99 a share, enough to protect the 
dividend for two and a half years, 
compared with a three-and-a-half- 
year assurance for most utilities, as 
much as seven and a half years for 
such industrial giants as GE and GM. 

Confidence Vote. Telephone’s own- 
ers gave management an overwhelm- 
ing vote of confidence, re-elected all 
directors. They voted against: 
(1) limiting company pensions to 
$25,000 a year; (2) televising future 
meetings over closed circuits. 

At one point in the six hour meet- 
ing, one of the longest sessions in 
AT&T history, a troubled lady share- 
holder confessed: “I don’t understand 
a thing about big business.” But 
she expressed some concern about 
the telephone company’s continued 
growth. Said Cleo Craig: “Goodness 
knows we don’t want to be any big- 
ger than we have to. But this nation 
is growing and requires all the service 
we can supply. And that’s why we 
have to be big.” The huge auditorium 
reverberated with applause. 


also 


+A stone’s throw from the spot where Peter 
Minuit bought the entire island of Manhattan 
from the Indians for $24 in trinkets and two 
kegs of rum 
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Philip M : 
lip Morris 
Inc. 
PAYMENT OF 118th COMMON STOCK DIVIDEND 


Payments have been made each year for more than 28 years 
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Marlbore 


King size 





BAAD ALL 


These Philip Morris products reflect the dynamic changes taking place in 
the cigarette industry. To meet these changes Philip Morris has pioneered 
in introducing broad-scale product and package research. Over half of present 
sales reflects the volume done in products not produced or marketed by 
Philip Morris three years.ago. These are: Philip Morris, king size; Marlboro, 
popular-priced filter-tip cigarette; and Parliament, filter mouthpiece king 
and regular size cigarettes, 


COMPARISON OF EARNINGS 





3 MONTHS ENDED: MARCH 31, 1956 

1956 1955 
NET SALES $72.218.615 $57,424,203 
NET INCOME AFTER TAXES 2,530,436 1,849,992 


EARNINGS PER COMMON SHARE $0.79 $0.55 











NEW MARKETING STRATEGIES NEW PRODUCTS 


Marketing strategies are being affected The two yeors of research on marketing, 


by the increasing importance of super- product, and packaging that preceded the 
F ' ‘ introduction of Mariboro filter-tip cigar- 

markets and vending machines. While the : : 
ettes have led to their wide acceptance on 
supermarket sale is a carton sale and all counts. Marlboro has been packaged 
the vending machine sale is an individual in a red, white, and midnight blue crush- 
package sale, both outlets share o com- proof flip-top box, the first major cigarette 
é ’ if-selli Th th package improvement since cellophane. 
ominator— -selling. s, e , , 

Pe te ee . Among filtered cigarettes, Marlboro is the 
objective in research is to develop prod- leader in New York and gaining every- 


ucts with built-in sales appeal. where in the United States. 
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another year of 


PLANNED 


GROWTH 
for W. R. GRACE & CO. 


CHEMICALS— Sales and profits of all chemical divi« 
sions of W. R. Grace & Co. surpassed those of any 
previous year. Within the past five years the Com- 
pany has become a growing factor in the nation’s 
chemical industry. 


1955 was a good year for W. R. Grace & Co. Increased earnings and sales, 
together with a substantial expansion of production facilities, reflect the 
steady progress the Company is making in carrying out its far-reaching 
plans for the future. Sales and profits of the chemical divisions reached 
an all-time high, with important contributions to a successful year by all 
the varied Grace enterprises. 

During the past five years W. R. Grace & Co. has more than doubled 
in size. The latest developments in this outstanding growth story are 
covered in our Annual Report for 1955. 


LATIN AMERICA — Paper manufacture from bagasse 
—sugar cane waste—is just one of many Grace 
enterprises in South America which reported en- 
couraging growth in 1955. 


Highlights of the Year’s Operations 


Year Ended December 31, 1955 1954 ee haan ae ba ee 


liners marks the beginning of Grace Line’s 286- 
million dollar ship replacement . and re- 


Sales and Operating Revenues 
Net Income 


Per share of common stock based on 
average number of shares outstanding 


Preferred Dividends Paid 
Common Dividends Paid 

Per share—at rale of 
Net Working Capital 


$427,066,329 
$ 18,780,394 
4.21 

960,000 

$ 8,473,117 
$ 2.00 
$129,845,130 


$413,401,905 
$ 14,794,326 
$ 3.50 
$ 960,000 
$ 6,473,299 
$ 1.75 
$112,206,211 


program 
emphasizes Grace’s strong position in inter- American 


2.5 to 1 
$130,776,657 
$179,960,386 

4,119,493 
13,697 
41,352 


Ratio of Current Assets to Current Liabilities 2.5 tol 
Fixed Assets, Less Depreciation 

Stockholders Equity 

Number of Common Shares Outstanding 

Number of Common Stockholders 


Number of Employees FINANCE AND BUSINESS—Grace National Bank 


and Grace subsidiaries in insurance and outdoor 
advertising had record sales and operating revenues 
in 1955. 





GOI ONGC DICE IEE RAO LY EINER, IE TIN, Fe 


GROWING WITH GRACE 


W.R. GRACE & CO., backed by a century of experience in business 
and industry, continues to move ahead—in chemicals, agriculture 
and manufacturing . . . in widespread Latin-American enterprises 
.+.in world trade, transportation and finance. 


CRYOVAC COMPANY DIVISION » DAVISON CHEMICAL COMPANY DIVISION 
DEWEY AND ALMY CHEMICAL COMPANY DIVISION « DEWEY AND ALMY OVERSEAS COMPANY DIVISION 
FOSTER AND KLEISER COMPANY « GRACE CHEMICAL COMPANY DIVISION 
GRACE CHEMICAL RESEARCH AND DEVELOPMENT COMPANY DIVISION © GRACE LINE INC. 
GRACE NATIONAL BANK OF NEW YORK » POLYMER CHEMICALS DIVISION » SOUTH AMERICAN GROUP 


Symbol of Service 
Throughout the World 


= 


ee Td 








For the complete story on 
Grace operations during 1955, 


write Dept. F, 7 Hanover poo 
for a copy of the Annual Report. 


W. R. GRACE & CO. 


Executive Offices: 7 HANOVER SQUARE, NEW YORK 5 
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FOOD 


BITTERSWEET 


American Crystal Sugar’s 
Herbert von Bergen is very 
suspicious these days about 
the intentions of his biggest 
stockholder. 


Last month in Denver, Herbert von 
Bergen, 54, fulfilled a dream of some 
30 years’ standing. He became presi- 
dent of American Crystal Sugar Co.,* 
the firm he had joined as a junior 
clerk in 1925 when he was 19. But 
von Bergen’s triumph was as bitter 
as it was sweet. American Crystal, 
the U.S.’s third largest sugar beet 
processor, and its $60 million in as- 
sets, were in apparent danger of be- 
ing swallowed up. 

Having already bought 23% of 
American Crystal’s 364,017 shares, 
big Cuban-American Sugar Co.7 is 
probably now in a position to claim a 
voice in American Crystal’s manage- 
ment. Cuban-American, U.S.-con- 
trolled but Cuba-based, claims it 
bought the American Crystal shares 
purely as an investment. Von Ber- 
gen, however, thinks otherwise. 

In Federal Court last month, von 
Bergen filed an injunction seeking to 
bar Cuban-American from buying 
any more American Crystal shares 
and to prevent its big rival from seiz- 
ing seats on American Crystal’s 12- 
man board of directors. Representa- 
tion by Cuban-American, said von 
Bergen, would expose American Crys- 
tal to “charges of conspiracy, illegal 
under the antitrust law.” Wall Street 
saw another possible reason for von 
Bergen’s outspoken objections. As 
a spokesman for the U.S. sugar beet 
industry, von Bergen has long and 
loudly defended its interests against 
those of Cuban producers, who have 
eagerly sought to sell more sugar on 
the rich U.S. market. 

Glut. Actually both companies can 
blame their problems on the global 
farming crisis. Most present-day 
growers and farmers in these days of 
over-supply of agricultural produce 
are at the mercy of government de- 
crees for protection against foreign 
competition and for price stability. 
Sugar is no exception. Washington 
helps the domestic industry by strict- 
ly limiting the amount of foreign 
sugar that can enter the U.S. In re- 
turn, however, the Department of 


*Traded NYSE. Price range (1956): 


high, 
34; low, 29. Dividend (1955) : 


$1.20. Indicated 
1956 payout: $1.20. Earnings per share (fiscal 
3/31/55: $2.62. Ticker symbol: ABS. 


+Traded NYSE. Price range Bg 5 


high, 
1734; low, 15. Dividend (1955) : 


Indicated 
1956 payout: 80c. Earnings per ‘aes (1955) : 
$1.18. Ticker symbol: CSU. 
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SUGARMAN VON BERGEN: 
he had nothing to share 


Agriculture makes U.S. producers re- 
strict their own production, and prac- 
tically any increase in U.S. sugar 
needs over a set quota are reserved 
for Cuba in recognition of that Carib- 
bean republic’s economic problems. 
Thus there is a floor under the do- 
mestic industry’s sales, but there has 
also been a tight roof on its growth. 
One result of this quota and limi- 
tation system is clearly marked in 
American Crystal’s sales (see chart) 
and profit figures. Profits, while satis- 


SUGAR SPLIT 


Under the Sugar Act, domestic sugar- 
maker American Crystal has a well- 
protected portion of the U.S. market. 
But offshore producer Cuban-American, 
selling only 40% of its total to the U.S., 
has often had trouble finding customers 
for the rest. 


Sales 1950=100 





American Crystal 











Cuban-American | 




















exceeded 
equity in 


fyingly stable, have rarely 
a mere 5% on stockholders’ 
recent years. 
Cuban-American’s record has been 
even more discouraging. Forced to 
play second fiddle in the rich US. 
market, it has had to sell more than 
60% of its huge Cuban-grown crop 
in the unstable and glutted world 
markets. As a result, Cuban-Amer- 
ican’s sales plummeted from $75 mil- 
lion in fiscal 1952 to $41 million in 
1955. Profits all but evaporated, fall- 
ing from $3.3 million to $1 million 
More Protection. While Cuban pro- 
ducers have thus hardly waxed fat 
on the leavings of the U.S. market, 
American producers for their part 
have bitterly complained against the 
crop limitations which force them to 
share part of their home market with 
the Cubans. Von Bergen and his fel- 
low sugar raisers have already per- 
suaded Congress to pass a bill which 
would cut home growers in on any in- 
crease in U.S. sugar consumption. 
With Cuban-American’s already 
battered fortunes further threatened 
by the new legislation, Wall Streeters 
have little trouble understanding why 
it has tried to build a stake in the 
U.S. industry through purchases of 
American Crystal shares. But von 
Bergen wants no part of it. “If the 
quota increase goes through Con- 
gress,” says he, “it will raise our sales 
several hundred thousand bags at $10 
a bag. We are doing fine on our own.” 
Last month most of the odds were 
on von Bergen retaining his job. Even 
if the injunction is denied, American 
Crystal’s 80-year-old Board Chairman 
Claude Kedzie Boettcher and asso- 
ciates, who claim control of an esti- 
mated 20.6% of the voting shares, are 


standing firmly behind von Bergen. 
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BOILERMAKER 


Due to the sometimes slug- 
gish reflexes of its biggest 
customers, Babcock & Wil- 
cox won't really feel the big 
boom until 1957. 


In his office in the shadow of Man- 
hattan’s towering Chrysler Building 
early last month, Alfred C. Iddles, 
55, genial president of boilermak- 
ing Babcock & Wilcox Co.,* warned 
his 6,000-odd stockholders not to ex- 
pect a record-shattering 1956. B&W’s 
sales this year, said he, were unlikely 


*Traded NYSE. Price range (1956): high 
13345; low, 95. Dividend (1955): $2.75 plus 
in stock. Indicated 1956 payout: $3 plus 5% 
in stock. Earnings per share (°955): $7.86 
Ticker symbol: BAW 
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Allan Green 


For all of us, something to cheer about 


a cheer leader Allan Green is a sophomore in the 
College of Letters, Arts, and Sciences of the University 
of Southern California. 


He’s also, through foresight, one of the youngest of the 
46,175 people who hold shares in Union Oil, the 40th largest 
industrial company in the country. And his 55 shares entitle 
him to a report on our 65th year of business. 

In 1955 our customers paid us the record amount of 
$368,760,900. 

$59,286,200 of this amount, or 16.1%, was paid our 8,839 
employees as wages and for benefits to protect them and their 
families. 

Taxes took 3.6%. This does not include the $65,875,000 
we also collected from customers as fuel taxes for govern- 
mental agencies. 


We spent 72% with more than fifteen thousand other com- 
panies and individuals with whom we do business. 


This left 8.3% of the $368,760,900 as net profit. Slightly 
more than half of these earnings were paid in cash dividends 
to Allan Green and our other 46,174 share owners, who also 
received one additional share of stock for each ten held. 

The balance of net earnings, equal to 3.9% of the cus- 
tomers’ dollars, we reinvested in the business for necessary 
expansion and modernization of facilities. 

Whether or not you own stock in this or any other company, 
it seems to us that this report is of vital concern to you. 

For so long as companies like Union Oil have the incentive 
to compete and make a profit, Allan Green and others like 
him will have the incentive to hold shares in that company. 

This is the best possible economic climate for continuing 
prosperity. Which is, for all of us, something to cheer about. 

+ * * * 
YOUR COMMENTS ARE INVITED. Write: The President, Union Oil 
Company of California, Union Oil Building, Los Angeles 17, California. 


Union Oil Company or cauronsn 


MANUFACTURERS OF ROYAL TRITON, THE AMAZING PURPLE MOTOR OIL 





BOILERMAKER IDDLES: 
snowball building up 


to match the $233 million rung up last 
year, and earnings would probably 
drop below 1955’s $13.5 million. 

Slow Reflexes. But the company, 
Iddles explained, was not faltering in 
the midst of the boom. The trouble 
lay in the relatively slow economic 
reflexes of B&W’s big public utility 
customers. Utility executives, like 
railroaders, are usually reluctant to 
put their signatures to heavy equip- 
ment orders until somebody else 
—out of desperate need or sudden 
whim—starts the ball rolling. There- 
after, orders tend to snowball. 

Right now, Iddles assured stock- 
holders, there is no dearth of orders. 
The current avalanche of buying got 
under way last year and has already 
boosted B&W’s order backlog to $286 
million, a whacking 120% above what 
it was a year ago. 

But the effects of the current back 
orders will not start showing up on 
Babcock & Wilcox’s balance sheet un- 
til 1957 or 1958, when sales will prob- 
ably climb back to some $250 million. 
The reason is simply that it takes 14 
to 18 months to fill an order for big 
boilers and other heavy equipment. 
A $24.5-million order to supply three 
boilers for the Memphis, Tenn. steam 
plant, for example, was landed by Id- 
dles last March. But it won’t be ready 
for shipping until some time early in 
1958. 

Second Best. To Babcock & Wilcox 
stockholders, Iddles’ cautious predic- 
tions still sounded pretty good. “After 
all,” Iddles added, with some pride, 
“1955 was our second best year.” 

In speaking of his second best year, 
Iddles was speaking of profits, not of 
sales. Actually, 1955 sales were the 
lowest in four years. But despite sales 
dropping 23.7% from the 1953 peak of 
$305.7 million, B&W piled up 11.9% 
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higher profits in the last year. 
Iddles’ explanation is simple. Bab- 
cock & Wilcox has been expanding its 
production capacity in all divisions as 
part of a $42-million, five-year cap- 
ital spending program. This, coupled 
with a smaller volume of sales, has 
put an end to expensive subcontract- 
ing and overtime pay which tend to 
send operating expenses. soaring. 
Elbow Room. Iddles now figures he 
has the capacity to handle the equiv- 
alent of his record 1953 volume with- 
out as much of a squeeze on margins. 
Currently B&W’s booming tubular 
steel division, which accounts for 
about 25% of sales, probably brings 
in higher profits than the boiler di- 
vision (about 70% of sales) and helps 


offset the expense of the company’s | 
profitless— | 


glamorous—but so far 
atomic energy division. 


FREE! 
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The atomic energy gambit is the | 
most prominent example of Iddles’ | 
emphasis on research, for which he | 
spends $4 million a year. Even now, | 
B&W is the U.S.’ No. Two producer | 


(No. One: giant General Electric). 


Yet just when the atomic venture will | 
pay off, Iddles is reluctant to predict. | 


“We wouldn’t be going into the busi- 
ness,” he says, “if we didn’t think we 
were going to make money.” 

In making money, however, Iddles 


finds the ponderous buying habits of | & 
his customers a major drawback. Yet | # 


the electrical utility industry is dou- 


bling its generating capacity every | 
ten years, and Iddles’ long-term pros- | 


pects look good. Whenever there is 


business to be had, Iddles expects to | 


get his share—the lion’s share, that is. 


Last year, B&W installed the big boil- 


ers for some 5.7 million kilowatts ca- 
pacity—46% of the record 12.5 mil- 
lion kilowatts installed in the U.S. 

Says he: “We’ve always been en- 
gineering-minded. That’s how we got 
where we are today, and how we'll 
get where we'll be tomorrow—turn- 
ing out equipment so good that our 
customers will have to scrap their 
old equipment and buy more.” 
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ANNUAL 
CONTENTMENT 


Menu for GE’s annual meet- 

ing goers: good news, a 

chicken dinner, and a dessert 
of rosy predictions. 
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NEW 24-PAGE MOSLER 
BOOKLET TELLS YOU 


what makes some safes dangerous 


how much protection to expect from 
a fireproof building 


what records should get priority in 
a small safe 


what’s needed to collect fully on 
fire insurance 

what special precautions to take 
with cash 

what to look for in buying a new safe 


and answers to dozens of other vital 
questions. 
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In a red brick National Guard Armory | 
in Schenectady, N. Y. one day last | 
month, Ralph Jarron Cordiner, 56, | 


president of the mighty General Elec- | qo oo oo woe ee ee ee ee ee ee ee ee 
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A unique story... 


Multiple Diversification 


More investors learn each year that Citizens Utilities is a unique 
company. It is the only utility operating company which 
obtains a meaningful percentage of its operating revenues 
from each of five utility services: electric, natural and manu- 
factured gas, telephone and water. Citizens is also the only 
utility providing all five services which has national geographic 
diversification of service areas. 

This “‘ multiple diversification” is the foundation of Citizens’ 
growth. It is damental to Citizens’ progress: an unbroken 
record of increased earnings per share for ten consecutive years. 


A Decade of Stewardship 


Although a decade is not long in the life of a company, it is a 
significant period for three important groups: s holders, 
employees and consumers. The chart at the right graphically 
evaluates the stewardship of this ten-year period. 

Citizens believes that a utility enterprise is only as strong as 
its progress on behalf of its shareholders. Only the compan 
which so achieves is assured of an adequate supply of growt 
capital at all times. And only such supply permits a utility to 
continue to add facilities to meet consumer demands with 
respect to both quantity and quality of service. Finally, only 
the healthy and productive growth of the enterprise assures 
employees security and opportunity. Thus, the interests of 
shareholders, employees peor all alike, are interrelated 
and interdependent. 

Capital productivity, then—as measured by per share earn- 
ings—is meaningful distinction between mere growth and 
progress. Citizens’ achievements for its shareholders in this 
ten-year period (as evidenced by per share earnings) is what has 
made possible accomplishments for consumers and employees. 

Richard L. Rosenthal, President, states in his tenth annual 
letter to shareholders: ‘‘ We regard the progress of our past ten 
years not as a laurel wreath, but more as a stimulus for constant 
endeavor in the period ahead. . . . We hope — and will try to 
assure—that the next ten years will also prove to be materially 
productive.” 


Stock Reclassification 

During 1955, Citizens initiated a plan for the reclassification 
of its shares into Series A (stock dividends only) and Series B 
(cash dividends only). The proposal—widely heralded as 
inaugurating a new era in corporate finance and providing 
previously unperceived benefits to both shareholders and Com- 
pany—represents a major step in every sense of the word. It 
will permit the most advantageous future growth for the 
Company. It provides very material tax benefits for share- 
holders of Citizens. As the 1955 Report states: ‘Obviously, it 
is not the gross cash received, but, rather, only the cash re- 
tained, after the payment of income taxes, that an individual 
can spend or invest!” 


Outlook for 1956 


The current year appears likely to provide Citizens with an 
opportunity for further progress. A record construction 
budget, favorable developments in its service areas 
and manifold acquisition possibilities all indicate <—~ 
this conclusion. \ 
eseeeseeseeeeeseeeeeeeneeeeeeee 
Citizens comprehensive 1955 Annual Report 
is now ready. Its 40 pages fully discuss Citizens 
many property activities, philosophy regarding 
operations and growth, unique dividend policy, and 
the outlook for 1956. To receive your copy, address: 
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A DECADE OF STEWARDSHIP 
For Period Ended December 31,[1955] and EEZES 


FOR SHAREHOLDERS 


Earnings 
per Share* 


Dividends 
per Share* 


Value of Equity 
at Market Prices 


Number of 
Shareholders 





$1.07 | 





$.19 





300) 





$.06 





$15,158,493 | 





$1,824,762 





4,909 
4,002 


FOR CONSUMERS 


Construction 
Expenditures 


Net Plant 


Number of 
Customers Served 


Investment 
per Customer 





$2,198,919 | 





$616,112 





$16,774,242 | 





$6,055,967 





58,449 | 





33,959 





$382 
$264 


FOR EMPLOYEES 


Total Wages 
& Salaries 


Wages & Salaries 
per Employee 


Fringe and 
Welfare Benefits 
per Employee 


Net Plant 
per Employee 





$1,800,040 | 





ad $495,077 


$2,126 


a 
EST « 
CSE 





$4,167 | 








$246 | 








$38,829 | 





$18,520 


FOR GENERAL PUBLIC 


Provisions for: 
Federal Income 
Taxes 


State 
Income Taxes 


Local Real 
Estate and 
Property Taxes 


Other Taxes 





$604,579 | 





RN on 
eee $10,168 
$409,484 | 


$87,998 
$62,609 


*1945 adjusted to reflect subsequent 
stock split and stock dividends. 





$44,801 | 
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tric Co.,* put on his annual good show 
for the company’s 64th annual meet- 
ing. Starting off with interlude music 
over the loudspeaker system, the meet- 
ing moved on to speeches by Cordiner 
and Chairman Philip D. Reed, a 
cold fried chicken box lunch for the 
3,600 attending stockholders, and was 
topped off by a guided tour of local 
General Electric plants and labora- 
tories. 

Cordiner spoke from a dais backed 
by a huge blue-and-gold banner bear- 
ing GE’s slogan, “Progress is Our Most 
Important Product.” He said he had 
some news to whet stockholders’ ap- 
petites: the electrical giant’s 1956 sales 
might well top 1955’s $3 billion by as 
much as $450 million. Despite book- 
keeping changes and higher selling 
costs, he added, profits were up 5% 
for the first three months of the year. 

Beguiled by Cordiner’s picture of 
progress, stockholders applauded and 
several of them stood up to pay 
tribute to management. A few aired 
pet peeves. But most were willing and 
sympathetic as Cordiner outlined a 
vision of plenty. Noting that the U.S. 
was already three years ahead of pre- 
vious GE guesstimates of population 
and income growth, Cordiner said GE 
had no choice but to do some more 
expanding. Scheduled capital outlays 
for 1956: $175 million, with another 
$325 million earmarked for the follow- 
ing two years. (Cheers.) The nation’s 
power consumption, Cordiner pre- 
dicts, would more than double within 
ten years. (More cheers.) Under the 
circumstances, he added, he could not 
see anywhere for GE's fortunes to go 
except up. (Manifest general satis- 
faction.) 


*Traded NYSE. Price range (1956): high, 
65; low, 5234. Dividend (1955): $1.60. Indi- 
cated 1956 payout: $2. Earnings per share 
(1955) : $2.31. Ticker symbol: GE. 


CORDINER & JR. STOCKHOLDERS: 
nowhere to go but up? 
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**Patterns”’ 


THE motion picture industry, hav- 
ing come upon pretty hard times 
in this age of home entertainment, 
has been scratching around for pay 
dirt substitutions to the “boy 
meets girl” theme. They may have 
found one in the corporation ex- 
ecutive who, of all people, might 
turn out to be a better box office 
draw than the sweater girl. 

Last year, “Executive Suite,” a 
movie about life in the Carpet 
Jungle, starring William Holden, 
grossed more than any one of a 
dozen girlie pictures. And this 
year two of the nation’s other cel- 
luloid heart-throbs—Van Heflin 
in “Patterns” and Gregory Peck in 
“The Man in the Gray Flannel 
Suit”—are the leading men in sto- 
ries of inter-corporate conflict. 

Of the three, “Patterns” (which 
starts a national run in local movie 
houses this month) paints the most 
mature canvas of life in Mahogany 
Row. The story should not be 
unfamiliar to anyone who has 
earned, maneuvered, or married 
into a seat in the executive con- 
ference room. William Ramsey 
(wonderfully portrayed by Everett 
Sloane) is the hard, callous, self- 
centered, driving boss of a fast- 
expanding industrial empire. He 
inherited the business from his 
father, a benevolent, paternal gent 
of the old school of management, 
and, with the ruthlessness of a ma- 
rauding buccaneer, built it into a 
profitable, diversified business. 

The central plot revolves around 
the efforts of the president to get 
rid of William Briggs, the indus- 
trial relations man, the stereotype 
of a typical old-timer, soft, slip- 
ping, and old-fashioned, who be- 
lieves that people are more impor- 
tant than balance sheets. It’s obvi- 
ous right from the beginning that 
Briggs is not long for his job, so 
it’s no surprise when Fred Staples 
(Heflin), a clean-cut lad from 
Ohio, is recruited to the headquar- 
ters office to be groomed as the new 
industrial relations vice president. 

The weak point in author Ster- 
ling’s portrayal of executive tech- 
niques in modern business is 
Staples’ hurt, chagrin and rebel- 
lion when he learns that he was 
brought in as a replacement for 
the 62-year-old workhorse with a 
mule’s determination to hang on 
to his job. This is standard oper- 
ating procedure in most corpora- 
tions, and those on the way in and 


LABOR RELATIONS 





those on the 
way out accept 
it pretty much 
as a method for 
perpetuating a 
business and 
keeping it alive. 

In the past, 
too many com- 
panies withered 
and died with the founders, who 
made no provision for a flow of 
trained talent into the corporate 
bloodstream. One of the big rea- 
sons behind executive pension 
plans and stock options with built- 
in capital gains features is to make 
the exodus of aging executives less 
painful. Briggs, however, is a man 
who cannot live without a harness, 
and the prospect of spending his 
remaining years raising petunias in 
his garden strengthens his will to 
hang on and to take the mountain 
of invective and abuse which the 
president relishes heaping upon 
him. 

The scenes in “Patterns” are set 
in an atmosphere of big brass in 
action. The paneled ceiling, the 
silver decanters, the attaché cases 
for carrying reports, the network 
of buzzers—all symbols of status 
for the modern executive—provide 
realistic trappings for an exciting 
conflict between the old and the 
new in this country’s industrial 
management. 

The president in “Patterns” is 
quite villainous. His conferences 
are not participative but order- 
giving. He doesn’t want opinions, 
he wants acquiescence. He’s not 
the one with the coronary or 
the ulcers; he’s the one who 
gives them. Is Ramsey true to 
life? Everyone’s boss looks that 
way sometimes, particularly after 
you've been turned down for a 
raise or skipped over on a promo- 
tion. 

The author deserves a resound- 
ing accolade for not succumbing 
to a mass-appeal ending to his 
compact little drama. If he had 
followed the Hollywood cliché, the 
young lad from Ohio would stay 
true to his-midwestern naiveté, re- 
fuse to replace the old man, and 
finally bloody the boss’ nose. He 
does nothing of the sort. He wants 
the job and admits it. And when 
the chips are down and he must 
make a decision, he stays on. 
That’s life. Corporate and other- 
wise. 


aif’ » 


Lawrence Stessin 
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HIGH HOPES 


Diversification is a good 

thing, but it has its limits ac- 

cording to Cleveland’s Eaton 
Manufacturing Co. 


WHEN auto production dived 18% in 
the first quarter of this year, auto 
equipment makers had sinking feel- 
ings. Parts makers were predicting 
that 1956 would be a good year, but 
some of their smiles looked a little 
forced. A convincing exception among 
the original-equipment firms last 
month: Cleveland’s Eaton Manufac- 
turing Co.* Eaton expects to do better 
this year than it did at the height of 
last year’s boom. 

In mid-April, President and Chair- 
man Howard John McGinn, 67, who 
succeeded Clarence I. Ochs as chief 
executive officer three weeks earlier, 
proclaimed that Eaton was off to a 
rousing start. Sales in the first quar- 
ter, at $62 million, announced McGinn, 
were the best of any quarter in Eaton 
history. Earnings per share climbed 

*Traded NYSE. Price range (1956): high, 
6234; low, 5112. Dividend (1955): $3. Indi- 


cated 1956 payout: $3. Earnings per share 
(1955): $7.42. Ticker symbol: ENX 
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from $1.84 to $2.10. 

But Eaton’s target this year re- 
mains an ambitious one. Last year 
net sales totaled $218 million, dwarf- 
ing 1950’s record of $201 million and 
topping 1954 by $53 million. Earnings 
rose 55% to $13.3 million. 

The company is pinning a good part 
of its hopes on its lessened depend- 
ence on the auto industry, with its 
two-year cycles of ups and downs. 
In 1952, 80% of Eaton’s production 
was in automotive lines; last year 
only 75%, and this year it will be 
only about 70%. For example, only 
10% of the products of Automotive 
Gear Works of Richmond, Ind., which 
Eaton acquired last month, is auto- 
motive goods, the rest, outboard mo- 
tors and parts for farm implements. 
Last year, Sears Roebuck began sell- 
ing Eaton-built air conditioners. 

Another hopeful sign for Eaton is 
the truck-building boom this year, a 
30°, rise which has been ringing the 
till cheerfully at Eaton’s Axle Di- 
vision. But new Chairman McGinn 
is well aware that his bread is still 
buttered on Detroit’s auto assembly 
lines. Diversification, says he, has its 
limits. “A lot of it,” McGinn declares, 
“is done unsuccessfully. We're not 
going to run out and make stuff we 
don’t know a blame thing about.” 


THE HONORED OCCASION 
Your friend and fellow golfer has just won the 
club’s coveted cup. Your gift should be one that will 
be as long remembered as the event itself. 


ROYAL SALUTE 


A Scotch whisky of rare age, in a 
commemoration flagon. The flagon is a ceramic 
creation by Ropal Boviton, of England. 


By Appointment to Her Majesty the Queen. 
Purveyors of Provisions and Scotch Whisky. CHIVAS BROS. LTD. 
of Aberdeen, Scotland. Established 1801. 


BLENDED SCOTCH WHISKY + 86 PROOF + GENERAL WINE AND SPIRITS CORP., NEW YORK, N.Y. 


46 


| Jackson 


SHIPPING 


PLEASURE CRUISE 


Its holds heavy with cargo, 
American President Lines’ 
earnings are on an even keel. 


UNTIL its name was changed in 1938, 
American President Lines was 
known as Dollar Steamship Lines. 
Last month American President con- 
vincingly demonstrated that it was 
still hanging on to the dollar in every- 
thing but name. Reporting a year of 
highly satisfactory progress, Presi- 
dent George Killion listed gross reve- 
nues of $65.5 million, an $8-million 
boost over 1954. Added to that was a 
consolidated net income of $6 million, 
up $3 million over the year before. 

Skipper Killion credited APL’s ship- 
shape condition to: (1) new govern- 
ment subsidies for its Atlantic/Straits 
route, turning the operation from red 
to black; (2) the newly-won right of 
its round-the-world vessels to put in 
at ports-of-call other than New York 
and Boston north of Hatteras. 

“There is now reason to hope,” said 
Killion last month, “that this essential 
industry may at last be approaching 
an era when its investors can expect 
a reasonable return on their heavy 
capital investment .. .” For Los An- 
geles’ Signal Oil & Gas Co., which 
keeps an anchor to windward in 
American President Lines,+ this sort 
of talk meant more than great expec- 
tations. Last year it pocketed $1.8 mil- 
lion in APL dividends. 


Bread upon the Waters. “Not only 
have we experienced a good year,” 
said Old Sailor Killion, “but we be- 
lieve the future holds high promise.” 
Well along on its fleet modernization 
program, American President last 
year put into service the President 
and President Hayes, the 
first two of four modern Mariner-type 
cargoliners. Last month it added the 
President Coolidge. Another, the 
President Adams, is being readied for 
duty this summer. 

Anxious to up anchor on the record 
travel boom, APL has also applied for 
permission to buy two 13,500-ton pas- 
senger cargoliners built during the 
Korean War, and is dickering to buy 
a new all-passenger ship to ply the 
route between California and the 
Far East. Taking soundings, Killion 
thought he could see clear sailing 


ahead. 


*Traded over-the-counter. Bid range Class 
A (1955) : high, 50; low, 35. Dividends (1955); 
$6. Indicated 1956 payout: $6. Earnings per 
share (1955): $8.69. 


+Signal’s APL stock, together with that 
held by APL Associates, a holding company, 
adds up to 95° of voting power. 
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PUGET POWER... 


Pucer’s Annual Report reveals that 1955 was the 
Company’s biggest year—one of “dynamic progress’ — 


built on the demonstrated confidence of many people. It 


{ ie ] 7) 5 5 was a year of record highs for Puget in important phases 
of its operations. 


Common stock earnings, largest in the Company’s his- 
tory, increased 10.4% over those in 1954. In 1955 they rep- 
resented 21.1% of Puget’s revenues —one of the very high- 

QUICK FACTS—1955 iii est ratios in the electric utility business. 
Aesseit Pky A The Company’s exceptional capitalization ratio of 40% 
Net Income for Common Stock . . . $ 4,924,981 10.4 debt and 60% equity will, on the basis of present projec- 
tions, enable $87 million of new construction planned for 
Per Share of Common Stock. . . . $1.51 10.2 the years 1956-1959 to be financed wholly by senior securi- 
Dividend Rate Per Share, End of Year $1.20 (a) 10.1 ties and from internal sources—with a resultant Common 
equity ratio of more than 40% in 1959. 


Operating Revenues $23,358,911 1.3 The population growth in the Company’s territory was 


twice that of the rest of the State, four times that of the 
Cen See eae rae. . . 6 SL country as a whole (1940-1950) and is forecast to increase 
Kilowatt-hour Sales (in thousands). . 1,880,523 60% (1955-1965). An independent survey also predicts for 
the same period a two-thirds gain in customers, and a sharp 
Peak Lead—tilowetts 402,000) rise in the average residential customer use of electricity 
Customers at End of Year 186,856 from 1955’s all-time high of 6,540 to more than 9,000 kilo- 
Average Annual Kilowatt-hour Use aaa rr gee 
Per Residential Customer. . . . 6,540 f With a vastly improved “climate,” effective partner- 
ship in the succesful Puget Sound Utilities Council — Puget 
(a) On basis of 3,266,819 shares outstanding. was never in better shape to translate its excellent growth, 
earnings and dividend prospects into realities for stock- 
holders—to maintain good electric service at reasonable 
rates—to bring about greater customer benefits through 
For copy of Puget’s 1955 increased use of electricity —and to play a vital role in the 
Annual Report, write: upbuilding and development of the territory it serves. 
Frank McLaughlin, President, 
860 Stuart Building, 
Seattle 1, Washington. 


(b) This exceptionally high peak was recorded on November 14 
due to unusually cold weather. 


PUGET SOUND 
POWER & LIGHT COMPANY 
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Gross operating revenues reached a 
new peak of $443,500,000, exceeding 
those of the previous year by $57,255,- 
000, or 14.8%. Higher gas rates and 
colder-than-normal weather contrib- 
uted to this record growth in revenues. 


OF 


Sales of electricity to customers to- 
taled 16,399,000,000 kilowatt-hours, an 
increase of 9.0%. In addition we deliv- 
ered 1,392,000,000 kilowatt-hours for 
the account of others. Combined sales 
to customers and deliveries for others 


exceeded those of 1954 by 11.3%. 


Sales of gas to customers totaled 
286,792,000,000 cubic feet, an increase 
of 17.8% over the previous year. In 
addition, 95,232,000,000 cubic feet of 
gas was purchased and transported for 
use as fuel in our steam-electric gen- 
erating plants. 


The net gain in customers was 151,- 
158, which includes 15,080 customers 
added as a result of the dissolution on 
December 31, 1954 of Vallejo Electric 
Light and Power Company, formerly a 
wholly-owned subsidiary. At the year- 
end the Company was serving 3,124,- 
748 customers. 


THE YEAR’S 





Mighlizhts 


Bonds and preferred stock with an 
aggregate par value of $75 million were 
sold to finance our continuing con- 
struction program. This brings to ap- 
proximately one billion dollars the 
amount of new money obtained to 
finance our postwar construction pro- 
gram. 


Construction expenditures totaled 
about $133 million, compared with an 
average of $170 million over the past 
five years. This reduced level of con- 
struction expenditures was made pos- 
sible by the substantial completion of 
our program to build up adequate op- 
erating reserves. 


The cost of out-of-state gas, effective 
April 15, 1955, was further increased 
about $8 million annually. Pursuant to 
an authorization of the California Pub- 
lic Utilities Commission, the Company 
increased its rates in May 1955 in an 
amount which should substantially off- 
set this increase in the cost of out-of- 
state gas. 


a ee 


Chairman of the Board 


OPERATIONS 


Nuclear energy continued to engage 
the Company’s attention. The Nuclear 
Power Group, Inc., of which the Com- 
pany is a member, received approval 
from the Atomic Energy Commission 
to build the largest all-nuclear power 
plant yet scheduled for construction. 


Stockholders totaled 217,821 at the 
year-end, a gain of 485 for the year. It 
was the sixteenth consecutive year in 
which we experienced a gain in the 
number participating in our owner- 
ship. Of the total, 88,320 were pre- 
ferred stockholders and 129,501 com- 
mon stockholders. 


Net earnings for the common stock 
were equivalent to $3.32 a share on the 
16,255,733 shares of common stock out- 
standing throughout the year. This 
compared with earnings of $2.89 a share 
on an average of 16,160,533 shares out- 
standing in the previous year. 


WM ob ackerhe 


President and General Manager 
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For additional information on this vital 
western company write our Treasurer, 
K. C. Christensen, 245 Market St., San 
Francisco 6, California, for a copy of 


P.G. and E.’3 Annuai Report. 





Pacific Gas and 
Electric Company 


245 MARKET STREET 





SAN FRANCISCO 6, CALIFORNIA 
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RAILROADS 


BRAINWASH 


After three months, the North 
Western Railway is singing a 
very different tune. 


From Chicago last month came 
sounds that had the ring of an old 
Moscow specialty: recantation. They 
stemmed from events of some three 
months ago, when Minneapolis & St. 
Louis Chairman Ben W. Heineman 
launched his campaign for control of 
the Chicago & North Western* 
(Forses, March 15). Central to his 
campaign was his charging the road’s 
management with operating ineffi- 
ciencies, deferred maintenance, and 
other fiscal and operational misde- 
meanors. The C&NW’s acting presi- 
dent, John E. Goodwin, 54, termed the 
charges “unfair and incorrect.” 

Last month, however, in the rail- 
road’s 1955 annual report, Goodwin 
was singing a different tune. This 
time he recanted his earlier denials, 
admitted that as long ago as last sum- 
mer “instances of faulty techniques 
and procedures were disclosed, some 
of which were the result of practices 
n effect for many years ‘ 

Agonizing Reappraisal. Goodwin 
went on to explain, somewhat con- 
fusingly, that a firm of certified public 
accountants had been temporarily 
buffaloed by the road’s traditional ac- 
counting procedures, has only now 
begun to get them straightened out. 
“Deferred maintenance,” he admitted, 
“is a matter of judgment and can be 
very easily misunderstood.” 

Yet the C&NW’s old management 
had apparently misunderstood it, for 
the directors had projected five and 
ten year programs to assure that 
maintenance would be “adequate.” 

With the new, more stringent 
maintenance and accounting proce- 
dures at last in effect, CQ@NW’s 1956 
prospects look gloomy indeed. Dur- 
ing the first two months of this year, 
the railroad lost $5 million, $3.3 mil- 
lion more than the year before. 

Fall Guy. With the onus of respon- 
sibility for the C&NW’s long-standing 
misfortunes falling by implication if 
not by accusation on ailing ex-Presi- 
dent Paul E. Feucht, Wall Streeters 
wondered whether the blame had not 
actually been bucked to a convenient 
scapegoat. After all, they questioned, 
are not directors responsible for poli- 
cies of a management they have ap- 
pointed? Quipped one analyst: “Let’s 
ask Pat McGinnis.” 


*Traded NYSE. Price range (1956): high, 
31%; low, 24144. Dividend (1955): none. > 
dicated 1956 payout: none. Earnings per 
share (1955): $2.68. Ticker symbol: NW 
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Of the 2 great 
Canadian whiskies 


—QO. F.C. 1s the 1 


. for lightness, for elegance 








SCHENLEY DISTILLERS COMPANY, NEW YORK CITY. IMPORTED CANADIAN WHISKY, A BLEND, SIX YEARS OLD. 86.8 PROOF 


Fabian Bachrach Photo 


HARRY HEPNER shows you how to 
outwit your worries and develop a ca- 
pacity to enjoy life—in his book that won 
the B. C. Forbes Prize Book Award, 
“THE BEST THINGS IN LIFE.” Hailed 
as another “Peace of Mind.” Once you 
read a copy, you'll want extras to share 
with your friends this Christmas. On sale 
at leading book stores, $3.95, or direct 
from publisher. 

For your copy of Harry Hepner’s “The 
Best Things in Life” simply return this 
ad with $3.95 (in N.Y.C. add 3% sales 
tax) and your name and address to: 


Forbes Inc., Dept. F51, 
80 Fifth Ave., New York 11, N. Y. 





GOOD NEWS..! 
about any equipment 


You can say it of a 
growing number of ma- 
chines, industrial and 
agricultural — 

From fiywheel to the 
point of torque applica- 
tion, Power Transmission 
system designed and 
manufactured by CLARK 
Equipment. 

There’s no better evi- 
dence of outstanding 
quality—no better proof 
that it’s good business to do 
bveinecs wih 


* 





* EDT Tah 


CLARK EQUIPMENT COMPANY 
BUCHANAN, MICHIGAN 
Other Plants: Battle Creek, Jackson, Benton Harbor 





Copperweld 


Reports Increased Earnings 
for 1955 ---- 


. were the secon’ 
Gales of $78,490,150 e 


e 

*s history 2D n : 

opPerernpared with $703,15 : 
Se thi d an 


RD 
CHAIRMAN OF - 


muamananerveer ccs conor QUick Facts sammercsenes co cms cmenunad 


1955 1954 


ht a i rm $49,711,246 
Earnings before depreciation, 
amortization, and taxes on income. . ..... 7,017,744 2,776,319 
Depreciation and amortization ........ 1,602,285 1,460,199 
ne =, 5 ORL ipsa eke we ww we 3,050,000 612,970 
Sree See 2,365,459 703,150 
Dividends paid on common stock . ...... 995,834 927,339 
Dividends paid per share: 

eg EE In ar Fe 1.70 1.80 

ee 2.50 2.50 

GF Preferred dock 2... 2.2 2s 3.00 3.00 
Earnings per share of common stock: 

Corre Seb a is. 5 4 <S eee le 2 @ 4.12 0.88 

yee te GS be a wea) 6 « % 2.81 0.60 
Working capital at end of year. . . . . .. . 18,601,781 11,946,456 
Ratio of current assets to current liabilities. . . . 3.5 to 1 2.6 to 1 
Additions to plant and equipment . . .... . 1,835,019 1,522,709 
Plant investment less reserves. . . ...... 16,986,519 16,811,195 
Average number of employees . ....... 3,972 3,361 
Total number of shareholders. . ....... 6,687 4,945 


*Dividends were restored to 50¢ per share for third and fourth quarters of 1955. 








WIRE AND CABLE 
DIVISION 


For a copy of our 1955 Annual Report, please write : 
COPPERWELD STEEL COMPANY ; : 


FRICK BUILDING, PITTSBURGH 19, PA; ¢ eee. a. ee 


OHIO SEAMLESS FLEXO WIRE 
TUBE DIVISION DIVISION 


Shelby, Ohio Oswego, N.Y. 
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1950 1951 1952 


The FORBES index 


Solid line is computed monthly, equal 
weight to five factors: _ 





3 oF M 


AMdJsdJsaAas OH D 





“Final figures for the five components (1947-49— 100) 


Jan. (55) Feb. 
133.0 
110.9 
101.3 
108.4 


150.0 


Mar. 
135.0 
111.6 
102.0 
109.3 
150.0 


Production 
Employment 


April 

136.0 
111.8 
100.8 
115.3 
150.0 


May 
138.0 
112.6 
102.0 
113.3 
150.0 


June 
139.0 
112.8 
102.0 
112.3 
150.0 


July 
140.0 
113.5 
101.0 
119.2 
150.0 


Aug. 
140.0 
113.8 
102.3 
115.4 
150.0 


Sept. 
141.0 
114.0 
102.8 
115.4 
150.0 


Oct. 
143.0 
114.3 
103.0 
116.6 
159.3 


Dec. Jan. ('56) 
144.0 144.0 
114.9 115.1 
103.5 101.8 
116.5 118.4 
159.5 168.9 


Nov. 
144.0 
114.7 
103.3 
117.6 
165.4 





THE MARKET OUTLOOK 


by SIDNEY B. LURIE 


The Great Experiment 


Tuts is an era of a better informed, 
better educated security buying pub- 
lic than ever before in the nation’s 
history. It is an era, too, of sounder 
and more carefully reasoned profes- 
sional advice from the financial com- 
munity. Net result is that the ex- 
treme, and at times absurd, price 
evaluations so characteristic of pre- 
vious market phases have been 
avoided. This background is also, of 
course, the reason why selectivity is 
a real condition—not just a broker’s 
“catch phrase.” Private bull and 
private bear markets go hand in hand 
with our newly-found knowledge. 
Witness the fact that about one third 
of the stocks listed on the New York 
Stock Exchange declined during the 
first quarter when the averages rose. 

Despite our newly-found know- 
ledge, however, skepticism still is ex- 
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pressed as to the 
soundness of my 
oft repeated claim 
that these are the 
Golden Years— 
the Fabulous Fif- 
ties. Everyone 
recognizes the 
theoretical impli- 
cations of our population growth, of 
the redistribution of our national in- 
come, the fact that industry is scien- 
tifically managed, the new emphasis 
on planned, aggressive research. Few, 
however, fully appreciate the fact 
that these and other background de- 
velopments have brought a new resil- 
iency and buoyancy to the economy 
as a whole. Nor do they unreserved- 
ly accept my premise that the busi- 
ness uptrend possesses too much in- 
herent strength to be easily toppled. 


This underlying skepticism is all to 
the good, for it is keeping speculative 
confidence in hand. In turn, it high- 
lights the fact that we are today liv- 
ing the Great Experiment—a man- 
aged economy. Once again, for ex- 
ample, the Federal Reserve Board is 
trying to save us from ourselves, so 
to speak, to make this fantastic era 
last longer. “Tight money” again is 
making financial headlines, as it did 
a year ago, as it did three years ago. 
And naturally everyone is looking to 
the past for a clue to the future. 

But there are significant differences 
with these earlier periods. For ex- 
ample, last year the Federal Reserve 
Board tried to prevent a consumer 
goods buying spree from creating 
excesses which would destroy the 
boom. This year, its efforts are de- 
signed to slow down a capital goods 
boom and inventory buying spree. 
Fact that the Board was successful 
last year is a favorable omen which 
cannot be dismissed lightly. The money 
managers have learned their trade. 

(CONTINUED ON PAGE 62) 
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WHICH COMPANIES 
SHOULD PROFIT 
FIRST FROM 


AUTOMATION? 


The conclusions reached by our Re- 
search Department on the impact and 
investment potential of automation— 
now published in our Monthly Letter— 
are based on a broad-scale survey and 
study of U. S. plants of all sizes, in every 
geographical region, and in all major 
industry groups. Our Letter tells which 
industries seem likely to profit soon by 
automating many of the operations— 
which industries should benefit from 
the sale of automation equipment. It 
names specific stocks—some of good 
quality suitable for nearly any pestiallo, 
others of the businessman’s risk type. 
For your copy, call in person or mail the 
coupon below. 


GOODBODY & Co. 


ESTABLISHED 1691 
Members of Principal Exchanges 
115 Broadway, New York 
Offices in 33 Cities 


ee 


I NAME I 





! ADDRESS 1 


a - F-2 





Lae eee ee ee 








GRAIN 


TRADING 


Get specific trade advices twice each 
week. Get special buy-sell bulletins. 
Get the weekly Commodity Letter with 
background analysis to show how we 
arrived at our specific recommenda- 
tions. 
All For $1 
Including 4 Issues 

See Commodity Advisor's profit record 
now—we will send you our complete 
trading record for 1954 and 6 months 
1955. Learn why many people are mov 
ing investments into the grain market. 


Send $1 for Offer DD-25 
THE COMMODITY ADVISOR 
333 N. Michigan, Rm. 528 
Chicago 1, Illinois 











We factually measure the effect of 


WN 7 SAG 
BUALR  AHSSUME 


The forces controlling tren 


Send $1 for latest Report F-32 covering 
present situation or $5 for month's trial 
on prompt refund basis if not satisfied. 
Available to new inquirers only. 
LOWRY’S REPORTS, Inc. 
250 Park Ave., New York 17, N. Y. 
Original Publishers 
Price-Change-Volume Tabulation 
Daily releases from New York, Chicago, Los Angeles 
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INVESTMENT POINTERS 


by JOSEPH D. GOODMAN 


Eight Stock Suggestions 


HERE are several stocks which I con- 
sider attractive: 

American Seating is the largest 
manufacturer of public seating equip- 
ment. Markets comprise the educa- 
tional, recreational, ecclesiastical, and 
transportation fields. Sales have more 
than tripled in the postwar period, 
having grown from $10 million in 1946 
te $37.4 million last year. Long-term 
debt at the close of last year amounted 
to $3.8 million. There are 640,000 
shares of stock outstanding. Earnings 
last year were $3.59 per share. A 
dividend of $1.50 was paid. Recently, 
the Delaware Fund bought a substan- 
tial amount of this stock. Present 
price, 34. 

Consolidated Teievision & Radio 
Broadcasting, Inc. operates two radio 
broadcast stations, one in Indianapolis 
and one in Evansville, Indiana, (and 
a television broadcast station in In- 
dianapolis). A subsidiary operates a 
radio broadcast station in Flint, Mich- 
igan. Last April, radio and television 
facilities at Minneapolis were ob- 
tained. Another subsidiary provides 
telecasting and broadcasting service 
to Grand Rapids and its western 
Michigan trading area. Long-term 
debt amounted to $3,151,000 at the 
close of the fiscal year, November 30th 





mittee AVERAGES —— 


last. There are 
315,000 shares of 
Class B common 
stock and 291,000 
shares of common 
stock, convertible 
share for share 
into Class B. 

Last year, net profit amounted to 
$1.11 per share on the common and 
Class B Common. A dividend on the 
Class B common of 20c was paid. 
Present price of the stock is 17, com- 
pared with last year’s high of 28% 
Earnings so far, for the current fiscal 
year, are ahead of last year’s. In view 
of the favorable outlook for television 
broadcasting generally, I think this 
stock is an attractive speculation. It is 
traded over-the-counter. 

Great Lakes Dredge (listed on the 
Midwest Stock Exchange) engineers 
and constructs river and harbor im- 
provements, locks, dams, general 
dockage and marine terminal facili- 
ties, bridges, tunnels, and intakes. It 
undertakes dredging, submarine rock 
removal, land reclamation, pile-driv- 
ing, construction of foundations, piers, 
etc. The company owns all necessary 
equipment. Main operations are con- 
ducted on the Great Lakes during 
navigable months. and on the Eastern 
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Seaboard, Gulf region, and Mississippi 
River, where weather conditions per- 

mit work throughout the year. This | e ecte toc S or ncome 
company should benefit by the con- 

struction of the St. Lawrence Seaway, 
s it has offi d i t at th ; 

meat aie yg ager Noe That’s the title of a brand new booklet we prepared for any 
tion consists of 539,000 shares of stock. investor who wants a better than average return on his money 

At the end of 1955, current assets | —who still prefers stocks with a better than average record 

were $11.9 million, and current lia- | for regularity of dividends as well. 

eh a ae a The booklet begins with a general discussion of income 

ee tae, tet neid every year arn stocks as a whole... tells why they’re so pop- 

1920; was $1.75 last year. Present ular... gives good srecsaant why they might 

price, 29. The stock looks like a good | have a proper place in your own portfolio. 

long-range speculation. 


Then, in alphabetical order, it lists 111 of 
The well known Johnson & John- | 


Co. j f th id's 1 the best stocks our Research Department 
SoC SORE OE he WETS ON | could find for income...includes perti- 
manufacturers of surgical dressings ? 
and related products. Officers own a nent investment facts on each one... 
large percentage of the stock, of which shows current yields ranging from about 
2,106,000 shares are outstanding. Earn- 41,7 to nearly 9%. 
ings last year amounted t .38 per | : . _—— 
han dividend paid yi $1.65 - ey ae oes wae Sie, ~<edhverk come 
Witte =e Stead, gurtaili” canete | thinking, we think you should havea copy 
amounted to $74.4 million at the end of “SELECTED STOCKS FOR INCOME. 
eae ee = So aliens There’s no charge, of course, simply call or write— 

‘ illion. is is a high-grade 
company. I consider the stock an ex- Department SD-39 
cellent investment. Present price, 


ar d 76. 4 4 
"AT has Os, Es ce | Merrill Lynch, Pierce, Fenner & Beane 


valuable taconite deposit, which is an | 70 Pine Street, New York 5, N. Y. 
iron-bearing rock. The company has , - 

Oo 107 Cities 
assigned to the Reserve Mining Com- oes te eis 
pany its right to exploit the ore body ——__——_-- - —_—_— — 














in return for one-third share of future Deemer pe ag ee gs oe 
profits. A large sum has been spent on | 


this program. Armco and Republic | HOW TO MAKE 


Steel, co-owners of Reserve Mining, | 
have agreed to purchase its entire aH RE Wh SPECU LATIONS 
output. A group of nine large life in- 

surance companies is involved in the ® 

project financing for a total amount of | in stocks under $5 
$148 million. It is believed that Mesabi | 
Iron has large potential worth and | 
earning power. For those with pa- | 
tience, this stock appears to offer the 
possibility of becoming a valuable in- 
vestment. Present price, 53%. The 
stock is listed on the American Stock 
Exchange. 

Middle South Utilities supplies elec- 
tric, gas and transit service, in wide 
areas of Arkansas, Louisiana, and 
Mississippi. Growth prospects are ex- 
cellent. It yields 5% on its $1.50 divi- 
dend. This is a very good return. Op- : 
erating revenues, in the last ten years, : SAVINGS 
have grown from $68 million to $153 UNION CARBIDE : ACCOUNTS 
million (at the close of 1955). : 

Neptune Meter (listed on the Amer- AND GIRDON CORPOREEIOH : EARN current rate-per annum : 
ican Stock Exchange) makes “Tri- UCC : Paid Quarterly on Multiples of $100 - 
dent” water meters, “Red Seal” : 4 : FUNDS RECEIVED BY THE : 
petroleum and other liquid meters, nce danlan “ember warm ; cores Ones Cees Se eee 
meter parts, and meter test benches capital stock of this Corporation 
for municipalities and industry. Sub- has been declared, payable June 1, WESTERN SAVINGS 
sidiaries make a variety of other 1956 to stockholders of record at AND LOAN ASSOCIATION 
products. Finances are satisfactory. the close of business April 27, 1956. 

Sales last year amounted to $31.4 mil- BIRNY MASON, JR. 18 Ss th St. - Las Vegas, Neva 
lion compared to $6 million ten years Secretary Bart Lytton, President 
(CONTINUED ON PAGE 63) E GOV Pt 


Now you can get revealing reports giving analysis and opinion 
on investment bargains in little-known stocks. These are stocks 
of HIGH-GRADE companies that are well managed, have good 
earnings prospects, yet are overlooked by the average investor. ... 
We specialize in these stocks selling under $5—A. J. G. of Westport, 
Conn., writes: “] now take 4 other services, but yours is one 
of the best I have seen for the small investor.” FREE TRIAL 
OFFER: No obligation. Write for a full month’s trial subscrip- 
tion. See for yourself how you may benefit from “hidden” stocks 
that may show unusual profits on just a small investment. Selected 
Securities Research, Inc., Dept. F-37, Seaford, New York. 
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Now Compare Each of Your Stocks for 
Appreciation Potentiality and Stability 


' (TH the many additions to and improvements in The Value 

Line Survey, investors now have available to them a com- 
plete guide to intelligent investing, kept up to date the year 
‘round. 

Included are Value Line’s exclusive measurements of value 
applied to 655 leading stocks, to keep you informed on stock 
values. With these commonsense measurements you are able at 
all times to see: 


1. Which of your stocks are currently underpriced, 
fairly priced or overpriced. 

. Which stocks offer the most generous income. 

. Which are safest at this stage of the market. 

. Which offer the highest 3-5 year growth potentiality. 

. Which have the best defensive strength. 


So that you may see for yourself how Value Line’s new aids 
could help to protect and increase your capital and income 
during this critical year, you are invited to take advantage of a 
Special Introductory Offer. Under this offer you would receive, 
at once, Value Line’s Summary of Advices on more than 700 
stocks showing how each of these stocks ranks for Current 
Value, Safety, Income, Appreciation Potentiality over the 3-5 
year pull, and Stability. 

With these revealing measurements before you, you can 
immediately compare each of your stocks in these five important 
respects and select those that best fit your own investment needs 
as shown in the illustration below: 





Est. 1959-61 Stability 
= Yield Appreciation tadex 
Value 1956 Potentiality 


COMPARE (Defensive 
Strength) 
Underpriced at 61 3.3-3.6% +3% =| 
Fairly Priced at 41 44% +12% | 70 

lOverpriced at 55 1.1% —15% —— s 





Stock A 
Stock B 
Stock C 





























Note from this comparison that by switching from Stock C to Stock B 
you increase your current income by 300% and increase your safety too. 

Now what happens when you switch from Stock C to Stock A? In addi- 
tion to gaining in current income and safety, you now increase your 3-5 
appreciation potentiality and you are replacing a currently Overpriced 
stock with one that is currently Underpriced. Moreover, Stock A has great 
defensive strength as indicated by its high Stability ranking of 84. (This 
means that it has been more stable in price for 15 years than 83% of all 
655 stocks under survey by The Value Line Survey.) 

Comparing your stocks this way, you can see that the switch from Stock (¢ 
to Stock A benefits you in five important ways—current value, yield, safety, 
appreciation potential and defensive strength. Value Line measurements 
enable you to check each of 655 leading stocks in the same way. 


Shown below is an actual Value Line Rating (greatly re- 
duced in size) of the Undervalued Stock A. You see graph- 
ically that it is selling below its rising Value Line Rating. 


~@® This is an Undervalued Stock 


lwo , 
= |_ ee ) ‘Tuaeiay Getty Cavest Prtn/Vaten Prien/Larsings Gate Shtteed Yess eeust Gat Sorel Ange Pee 
4 tet Castienten im 1 ieee 
’ —. a he et e 
on = ae itor «4 Gfiteesesen 68ClOU (+R) 








& 
(M) Underpriced 
now at 6! 


wage price expectancy 
to 5 years from now— 
t, ap 33% 


Compare the Rating of Stock A (at left) with this Value 
Line Rating of the Overvalued Stock C below. Here you see 
that Stock C stands far above its rating, how in the past 
it has always moved back to its rating of normal value. 


~@® This is an Overvalued Stock 
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47, down 15% 
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Now with Value Line Ratings like these, brought to you weekly, you can 
keep constant watch over your investments. You are able quickly to spot 
the stocks that offer you the best values at today’s prices and to take imme- 
diate action to protect and increase your capital. 


Also Check these 65 Special Situations 
Selected for Extraordinary Capital Gain. 


An additional feature of The Value Line Survey is the monthly Special 
Situation recommendation selected for wide price appreciation over a 
period of time. 

Under your Special Introductory Offer you will receive an analysis 
of Value Line’s new Special Situation recommendation as well as current 
advice on all Specials held, including the 7 especially recommended for 
purchase now. 


Latest 64-Page Edition of Ratings & Reports 
Featuring Railroad and Railroad Equipment Stocks 
Also Included AT NO EXTRA CHARGE. 


You are invited to receive this 64-page issue covering the leading Railroad 
and Railroad Equipment stocks at no extra charge under this Special 
Introductory Offer. In addition, you will receive in the next 4 weeks new 
reports on over 200 major stocks and 14 industries to guide you to safer 
and more profitable investing. This issue analyzes 44 stocks, including: 


Chesapeake & Ohio 
Atchison Rock Island 
Chicago & N. W. Great Northern 
Baltimore & Ohio Nickel Plate 
Canadian Pacific Erie R. R. 
Chicago Milwaukee Northern Pacific 


N. Y. Central Pennsylvania R. R. 
St. Louis-San Fran. 
Southern Pacific 
Southern Railway 
Union Pacific 

ACF Industries 


TAKE ADVANTAGE OF THIS 
SPECIAL $5 INTRODUCTORY OFFER 
In addition to receiving the new 64-page edition of Ratings & Reports 
you will also receive, at no extra charge, the valuable SUMMARY OF 


ADVICES covering 700 stocks. In addition, you will be sent in the next 
four weeks: 


West. Air Brake 
Alco Products 
Bald. Lima Ham 
Genl. Amer. Trans. 
Union Tank Car 
and 21 others 


Four weekly editions of Ratings & Reports covering over 200 
of the 655 supervised stocks—Four issues of Weekly Supple- 
ments—a new Special Situation—A Supervised Account re- 
port—Two Fortnightly Commentaries—Four issues of the 
Weekly Summary-Index. 


The annual subscription fee is $120. You are invited to take advantage 
of this Special $5 Half-Rate Introductory Offer. 


Send $5 to Dept. FB-60 


VALUE LINE 


Investment Survey 


Value Line Survey Building, 5 East 44th Street, New York 17, N. Y. 
Published by Arnold Bernhard & Co., Inc. Founded 1931 
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Current Value, Safety, Income, 
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Capital icnistincs 
Carrier 


Case J. 1) 
Caterpaiar Tractor 
~tlanese Corp. 


ion Paper & Fibre 
Chase Man) Bank 
Chemical Conte Bank 
Chgo., Mil SS eet 

-» Mil., Se. 
&bse.. North Wen. Rwy. 
Chgo., Rock Is. & Pacific 
Chrysler 
Cincinnati Milling Machine 
Cities Service 
Clark Equi it 
Eleveland ic 
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Climax Molybdenum 
Cluett, Peabody 
Coca - Cola 
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. Depr. 
Fidetity-Phenix Fire Ins. 
Fireman's Fund Insu: 


inc. 
inery & Chemical 
Delete 
Oremost Dairies 
Foster Wheeler 
Fi Sul 
i f Trailer 
Gair (Robert) Co, 
Gamewell 


General 

General Telephone 
General Tire & Rubber 
Gillette 


- yy 
Great Atlantic & ‘acific Tea 
Greet Nernare 

at 
, estern 


Homestake Min 
Hooker Electrochem 
Houdaille Industries 
Household Finance 
Houston Lighting & Power 
Humble Oil & Refining 
Hunt Foods 
Illinois Central Railroad 
I ial Oil, Led. 
Industrial Acceptance 
Industrial Rayon 
Ngersoll Rand 

nland Steel 
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E 655 STOCKS 


Indl. 
Inveesace Dope, Sareiee=nh 


Irving Trust (New York) 
Island [tock Coal 
ca 
johns- Manville 
ye & Laughlin Steel 
I oufacturi 
Kaness City Seusiom Ry 
recker 


orp. 

Lehn & Fink Products 
Lerner Stores 
Libbey-Owens Ford Glass 
Libby, McNeill & Libby 
Lite Savers 

Ligpect & Myets Tobscco 
Lily-Tulip Cup 

Link-Bele 

Lockheed Aircraft 
peew s c 

one Star Cement 
Lone Star Gas 
Long-Beli Lumber 
Long Island Lighting 
Lorillard (P.) 
Louisville & Nashville R_R 
Lowenstein (M_) & Sons 
Mack T; 


Marchant Calculators 

Marine Midland 

Marshall Fi 

Martin (Glenn L.) 

Maryland Casualty 
te 


Metall 


=! 
McColl. Frontenac 
McCord 


Merck a 

Mesta Machine 

Middle South Utilitie: 
Midland Steel Products 
Minneapolis. H. 
Minneapolis-Mol 


heel 
Mueller Brass 
Mullins Manufa turing 
Murphy (G. Cc.) 
Murray Corp. 


tonal Cash Register 
National Container 
National Dairy Products 
National Depr. Stores 
National Distillers Products 
National b ire Ins. (Hart.) 
National Gy psum 
National Lead 
Natl. M'il'ble & Steel Case 
National Steel 
National Sugar Ref. of N J 
National Supply 
National Tea 
National Theatres 
Nehi 
Neisner Brothers 
New Jersey Zinc 
New York Air Brake 


Newberry ( . J 
Nimes 
Norfolk 


Ohio Oil 

Olin Mathieson Chem Corp 
Oliver 

Otis Elevator 
Owens-Illinois Glass 

Pabco 


Pacific Finance 
Pacific Gas & Electric 
cific Lighei 


ores 

s Light & Coke 
Pepperell Manufacturing 
Pepsi-Cola 
Perfect Circle 
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BMARKET COMMENT 


Looking at Some Fundamentals 


At 510, the DJ Industrials are 
selling at 14.2 times 1955 earnings of 
$35.78 a share. Historically, this is a 
“high” price-earnings ratio. It was 
exceeded in 1946 at 15.7 times earn- 
ings; in 1937 at 17 times; 1936, 18.5%; 
1929, 19.7; 1928, 19.5; 1927, 14.6. 

At 510, the DJ industrials are sell- 
ing to yield 4.23% on the basis of 
1955 dividend payments of $21.58 a 
share. Dividends for the first quarter 
were 3% higher than in the first 
quarter a year ago. Yield has been 
lower only in years of “high” stock 
prices, such as 1929 (1.9%), 1928 
(2%), and 1927 (2.7%). 

The spread between stock yields 
and bond yields has been narrowing, 
and threatens to disappear. In 1942, 
stocks yielded 7.42% and _ bonds 
2.85%. This was a spread of 4.57 per- 
centage points. In January of 1954, 
this spread was 2.69 percentage 
points, in February of 1955 it was 
1.36 percentage points. In March of 
1956 it was only .85 percentage points 
with stocks (Standard & Poor's) 
yielding 3.97% and bonds 3.122%. 
The spread has narrowed further in 
April. In the past, bonds have yielded 
more than stocks only in years of 
“high” stock prices, such as 1901, 


| 1906, 1928 and 1929. Bond yields and 
| stock yields 


were approximately 
even in the “high” market of 1919. 

On the other hand, the volume of 
trading is exceedingly low as against 
market activity at former market 
peaks; and collateral loans against 
securities are not important. 

At the recent rate of trading, it 
would take six years plus 100 ses- 
sions to have a single turnover on the 
ownership of the 4,062,808,016 shares 
listed on NYSE at the end of March. 
Turnover so far this year has been 
at the rate of 16%. This compares 
with 19% in 1955, 50% in era 
119% in 1929, 132% in 1928, 153% 
1919, 145% in 1916, 240% in 1906 te 
319% in 1901. 

If turnover is a measure of “the 
temperature of speculation,” the 
speculative thermometer still is pret- 
ty low. (A turnover as rapid as 1928’s 
would require an average daily vol- 
ume of 21,280,000 shares for a year.) 
Actually, of course, people are hold- 
ing their stocks longer than former- 
ly—quite regardless of speculative 
booms and slumps—so this statistic 
is not absolute in its significance. It 
seems to me, however, that the vol- 
ume of trading will have to rise con- 


by L. O. HOOPER 


siderably before 

the market cycle 

is complete. Al- 

lowing for split- 

ups, 3,000,000 

shares today is no 

more than 1,500,- 

000 shares two or 

three years ago. Both absolutely and 
relatively, trading so far this year has 
been under the same period a year 
ago. 

The figures on brokers loans are 
almost unbelievable. Total debit 
balances of customers of NYSE 
houses at the end of March amounted 
to $2,817,297,286 against a total mar- 
ket value for listed common and pre- 
ferred stocks of $233,887,163,552. This 
means that listed securities are under 
loan to the extent of only 1.2% of 
market values. At the 1929 peak, 
brokers’ loans (figured in a some- 
what different and less accurate way) 
were $8,525,000,000 against a market 
value of about $89,600,000,000—so the 
percentage under loan was almost 
10% of market values. Even though 
this great prosperity is regarded as “a 
credit inflation,” the stock market is 
using much less credit, both abso- 
lutely and relatively, than it was us- 
ing in 1929. Brokers’ loans were big- 
ger in dollars than now even in 1925 
when total listed stocks were worth 
less than $50 billion. 

The reader can draw his own con- 
clusions about these facts. It should 
be said, however, that no two stock 
market booms are exactly alike, and 
that analogies should not be expected 
to be uniform. My own idea is that 
the narrowing spread between stock 
yields and bond yields may be sort of 
a “long duration” amber light to stock 
investors. 

One of my Middle West clients puts 
it better than any market letter writ- 
er, I think. He says, “This is a good 
time to own stocks but not a good 
time to buy them.” By this he means 
that stocks bought now, in many 
cases, should be bought for hit-and- 
run trading purposes rather than “for 
the long pull.” 

It is impossible to time the top of a 
boom, but I think we ought to begin 
to be thinking about it, so far as the 
stock market is concerned. My guess 
is that there might be 100 to 150 
points more in the Dow before the 
top is seen, but that the top might 
come this year or early in 1957 re- 
gardless of election results. It all de- 
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pends on how fast and how foolish 
the rise is from here out. 

I am not expecting any big decline 
soon. The volume is too low. I sus- 
pect there is a relatively firm floor 
(for the time being) somewhere 
around 490. 

I do find it harder 


make “buy” 


and harder to 
recommendations—es- 
pecially “buy” recommendations 
the pull.” In other words, 
opinion that most stocks are com- 
pletely out of the area of “cheapness.” 

It is a question of how much “too 
high” they will sell. The first eight 
paragraphs of this column make me 


think that stocks could become about | 


as overvalued as they were in 1928 or 


1929-—that they could sell almost as | 


high as they did in those years in re- 
lation to earnings 


tremes are not good for either 
vestors or the economy. Too much 
confidence in everything is even more 
dangerous than too little confidence 
in everything. 

As radical in-and-out speculations 
I continue to like Textron-American 
and Armour & Co. . . General Rail- 
way Signal, suggested at 64 in the 
March Ist issue and now around 83, 
does not appear to have exhausted 
its possibilities. Profits for the first 
quarter 
62c in the first quarter last year. This 
company has a small capitalization 

. The Southern Pacific dividend in- 
crease may not take place until some- 
time after May. The capital needs of 
this growth railroad are considerable. 

For those who want a good income 
return (I find most stock buyers are 
a bit uninterested in a high return), 
I like American Tobacco, Philip Mor- 
ris, Liggett & Myers and Reyn- 
olds Tobacco. The cigarette business 
is looking up .. . As a low-priced oil, 
Sunray-Mid-Continent (27) is begin- 
ning to look more interesting. It 
takes a long time to build a big new 
company like this, and there always 
is an awkward period for the stock. 
I am less inclined to avoid Sunray- 
Mid-Continent than I have been in 
the past. Here is a big company in 
the making. 

On the basis of either earnings or 
assets, it seems to me that Bendix 
Aviation is cheaper than the other 
“growth” stocks . . . As for the air- 
craft manufacturing issues generally, 
however, I am a little unenthusiastic, 
feeling that world tensions are likely 
to ease rather than become more 
pronounced. Easing of world tensions 
is not bullish on aircraft shares. 

I continue to like Atlantic Coast 
Lines (60) because this road is in 

(CONTINUED ON PAGE 59) 
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“for | 
it is my | 


and dividends. | 
And, may I add, I sincerely hope I am | 
wrong in this observation! These ex- | 
in- | 


Popular demand for some of the best- 
known stocks has pushed thei: 
beyond their Equally 


stocks have been neglected since 


prices 
value good 
1946. 
They're good bargains at their current 
low prices. 


90 Stocks Listed 

This Special “Switch” Bulletin lists 
50 stocks on which Babson’s clients 
have been advised to take their profits. 
It also lists 40 “bargain” stocks of high 
quality having less risk and better 
futures. The “buy” list—based on up- 
to-the-minute research—covers stocks 
for income, capital gain, growth and 
speculation. 





LOSSES LOOM ON STOCKS 
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N.B. The recent market action makes this Bulletin 
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Facts Dictate Moves 


The advice contained in this bulleti 
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Babson’s 51- 
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covering periods when the 
years were lost in weeks. This bulleti 
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tors whose experience 
fined to the present 12 


» panics, 1 


year bull marke 
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IF YOU ARE UNDER 80 
YOU ARE NOT TOO OLD 


FOR LIFE INSURANCE | 


Let us tell you how you can still | 
apply for a $1,000 life insurance pol- 
icy to help take care of final expenses 
without burdening your family. 

You handle the entire transaction 
by mail with OLD AMERICAN of 
KANSAS CITY. No obligation. No 
one will call on you! 


Write today for free information. | 
Simply mail postcard or letter (giv- | 
ing age) to Old American Ins. Co., 
1 W. 9th, Dept. L509N, Kansas City, 
Mo. 


THE TEXAS COMPANY 
— 215th 


Consecutive Dividend 


A regular quarterly dividend of 
ninety cents (90¢) per share on 
the Capital Stock of the Company 
has been declared this day, pay- 
able on June 9, 1956, to stock- 
holders of record at the close of 
business on May 4, 1956. 


The dividend will not be paid on 
the additional shares to be issued 
because of the stock split, author- 
ized this date. 
The stock transfer books will re- 
main open. 

S. T. CrossLanp 


Vice President & Treasurer 
April 24, 1956 





INVESTORS RESEARCH COMPANY* 
*originators of the copyrighted PRIMARY TREND INDEX 





SPECIAL STUDY! WARRANTS! 


sete) 


Long term, Small Risk Opportunity 
Zz Specific Recommendations, and Chart! 


This small-risk venture guarantees opportunity to pur- 


Only* 
EXTRA! 


You will recei 
Weeks Trial 
scription 


1 & yu can 
projected 


Sun Use this coupon 
our 6- 
jal serv- 


Bice: "Profits 


! 

| 922 Lagune $ 

| 
through Research’ 

| 


and 

“A Positive invest- 
ment Program — 
ba 956." 


) stock if the company is successful. 
“bide your time. 
level—_APPRECIATION 
Complete with chart 


” 


POTENTIAL 


showing 9-year performance 


evenTOeS wg tty Sourany (Report F-8) 


nto Barbera, Ca 


Tells how 
Illustrates current level— 


! 
! 


Enclosed is $1 for your special vrai con and 5-week Trial Offer: 








SUMS HOUIVUUNL AU UNE GUE VE AA 


Send for 48-page manual on 


WHEN TO INVEST 
FOR TOP 
CAPITAL GAINS 


plus rewarding moves you can 
make in next 3 weeks 


Gives you a thoroughly proven 
system of investment timing and 
stock selection. Shows how to 
keep the odds always on your 
side .. how to boost net income 
by wo) low-taxed capital 
gains. (On long-term gains taxes 
are cut 50%—even for a small 
investor.) 


We will send you this man- 
ual, “Stock Market Analysis”— 
plus strength ratings of 520 stocks 
—plus buy-hold-sell recommend- 
ations for next 3 weeks, includ- 
ing specific advice on: 


BOEING GOODYEAR 
GULF OIL KENNECOTT 
PANHANDLE INT PAPER 


Send $1 with this ad and your 
name and address to F156 


AMERICAN INVESTORS SERVICE 
Larchmont 


LNA LT 


New York 


AULA 





AREA RESOURCES BOOK 


explains why the 
area we serve 
offers so much 
opportunity 

to industry. 


Write for 
FREE 


UTAH POWER 
Pach imaey 


Serving in Utah - Idaho 
Colorado - Wyoming 


T. ROWE PRICE 
GROWTH STOCK FUND, INC. 


we 
OBJECTIVE: Long term growth of 
principal and income. 
OFFERING PRICE: Net asset value 


per share without addition of 
any sales load or commission. 


Prospectus on request 
Dept. B 
10 Light Street Baltimore 2, Md. 














58 


STOCK ANALYSIS 


Bear Market in Bonds 


Tuts column is published under the 
heading Stock Analysis, and readers 
may wonder why they should worry 
about a bear market in bonds while 
we are having such a nice bull market 
in stocks. There is a relationship be- 
tween the bond market and the stock 
market, though it may be tenuous at 
times, and, with stock prices at a level 
that is high by any standard, it would 
be unwise to ignore symptoms of po- 
tential trouble. 

For the first time in more than a 
quarter of a century the call money 
rate, i.e. the rate of interest paid by 
brokers to banks on loans, exceeds 
the dividend yield of a fairly large 
representative group of stocks. By 
mid-April the yield on Standard & 
Poor’s 90-stocks index was down to 
3.9%, while the call money rate now 
stands at 4%. This means that it is no 
longer profitable, incomewise, to car- 
ry stocks on margin, since all but the 
most privileged customers will have 
to pay anywhere from 44%2% to 542% 
interest on their debit balances. 

Of course, so long as capital gains 
in the stock market come as easily as 
in recent months, few traders will pay 
much attention to the rate of interest 
they have to pay. But that is a short- 
sighted way of looking at a far more 
serious situation. 

In order fully to appreciate what 
has happened in the bond market to 
which stock investors as a rule pay 
only scant attention, let us look at 
some examples: 

U.S. Government bonds, the “saf- 
est” investment in the world, have 
declined as much as six to eight 
points during the past year. The 
widely held 244s of 1967/72 are down 
to 92%, as compared with last year’s 
high of 98%. That is a decline equiv- 
alent to nearly 2% years’ interest. For 
the individual investor this is annoy- 
ing, to say the least. However, for 
banks which hold the bulk of our 
Federal debt, this is a far more seri- 
ous matter. If they sell Treasury bonds 
at current levels, they have to take a 
huge loss which they are most re- 
luctant to do. And if they don’t, they 
are short of loanable funds—a situa- 
tion which is clearly reflected in the 
present tightness and high cost of 
credit, both long-term or short-term. 

Corporate bonds not only have suf- 
fered similarly severe damage, price- 
wise, but the market has dried up so 
completely that bids are largely nom- 
inal and bonds can be sold only at 
extraordinary price concessions. A 


By HEINZ H. BIEL 


recent offering of 

an “A”-rated Co- 

lumbia Gas de- 

benture issue on a 

3.85% yield basis 

was a flop, and 

Southern Califor- 

nia Edison had to 

pay the highest interest rate since the 
late 1930s on “Al”-rated mortgage 
bonds. Even on such terms the issue 
was received without enthusiasm. 

If the market for prime corporate 
bonds is bad, the market for tax- 
exempt municipal and revenue bonds 
is truly demoralized. The Illinois Toll 
Highway 3%4% bonds, which sold as 
high as 101% less than three months 
ago, can now ve bought below 94 for 
a tax-free yield of over 4% which is 
equivalent to an 8% return for in- 
vestors in the 50% tax bracket ($18,- 
000 taxable income). Even obligations 
of the superlatively successful Penn- 
sylvania and New Jersey turnpikes 
are now available at prices to yield 
over 3%, as are the bonds of the “A’”- 
rated N.Y. State Power Authority, 
the Connecticut Expressway and 
numerous others of sound investment 
quality. 

There is reason to doubt that the 
bottom of the bear market in bonds 
has already been seen, but I believe 
that the time has arrived for bargain 
hunters to sharpen their pencils. The 
time to pick up the bargains is while 
the pressure is still on. It is a strange 
characteristic of the bond market that 
offerings which are depressing the 
market today, suddenly evaporate 
when the turn comes. 

Holders of U.S. Savings bonds 
should now consider switching them 
into U.S. Treasury bonds which at 
present not only offer a better yield, 
but also a chance of capital apprecia- 
tion which, of course, does not exist 
in Savings bonds. Investors of ad- 
vanced age who are not too squeam- 
ish to think of the inheritance taxes 
that will have to be paid on their es- 
tate, should keep in mind that certain 
Treasury bonds, like the 2%s of 
1967/72 which currently sell at a dis- 
count of 7% points, will be taken in 
at par for the payment of inheritance 
taxes. 

This column is not devoted to the 
state of the bond market solely for 
the reason of pointing at what may 
prove to be bargains within a matter 
of months. The capital gains poten- 
tial in high-grade bonds is necessarily 
modest by comparison with the op- 
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portunities presented by a booming 
stock market. Furthermore, bonds do 


not offer protection against the con- : i 
tinuing gradual depreciation of the 
dollar, which is and remains one of s 
the principal reasons why common 
stocks, even at present levels, have GENERAL CAPSULE CORPORATION 
attraction for long-term investment. Class A Common Shares Approximately $2.50 Per Share 


But regardless of whether or not 


they have an interest in bonds, or an | = New Capsule Development 
intention to invest in them, investors =: Gelatin capsules are consumed in the billions of units. A ‘Big Business’ prod- 
should not shrug off lightly this bear = uct and expanding year by year, the capsule field has been in the control of 
market in bonds. It is a reflection of = one major producer. General Capsule Corporation’s engineers, after several 


. R years of research and development, have perfected and are now producing 
great financial strain, a symptom one | E first seamless capsule. This great advancement in capsulation permits man- 
cannot afford to ignore. = ufacturing and filling of a capsule in same operation, an amazing accom- 


4 +4 3 = plishment which while strongly competitive in cost, raises quality of finished 
The  eeermae demand for credit is = product. Major users are welcoming end of virtual monopoly in industry. 
voracious—for capital investment, 


F : == e The seamless capsule is a new, revolutionary patented process. 
estimated by the SEC at an all-time 2 @ Management long experienced in capsule field. 
high of $35 billion this year; for = e Company’s present equipment on 24-hour schedule with backlog of 
ventory accumulation in anticipation = orders. 
of rising prices; and for working cap- = e New equipment arriving in 90 days, should triple output. 
ital to handle the record breaking : Used by some of the largest nationally advertised brands. 
volume of business. Unless the mon- 


: Serves such diversified industries as pharmaceutical, medical, food, 
etary authorities are willing to give a = cosmetic, chemical and many others. 


free rein to inflation, which they are | = Company is financially sound. Very conservative capitalization. 
definitely not prepared to do, even in 
an election year, the demand for 
credit accommodation will exceed the 


available resources. = GENERAL INVESTING CORP. 


Tight credit conditions, i.e., high : 80 Wall St., New York 5,".Y. + BOwling Green 9- 1600 
cost and limited availability of credit, 


is the natural brake to keep the busi- 
ness boom within bounds. Tke brake, Please send me FREE Report on General Capsule Corp. 
if it is to be effective, must slow down 
the pace of the boom by eliminating 
the weakest and most marginal 
would-be borrower. It will force 
postponement of certain projects 
which would be feasible under more 
normal conditions. Some people will ne 
only be disappointed, others may ac- 

tually be hurt. The stock market, too, 
may be forced to give up some of its 
present exuberance. You don’t court 
popularity by being a kill-joy, but 
there is too much at stake. Ultimate- 
ly we shall be grateful to those who 
try to preserve the integrity of our 
currency and the long-range welfare 
of the nation even at the cost of votes 
at next November’s election. 


Send for Free Report on this very worth while growth situation. 
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Large company with holdings in the housewares field is 


interested in acquiring an electric or non-electric housewares manu- 


facturing company with a going business of two to five million 
dollar volume. Negotiations will be held in strictest confidence and 
may be initiated either directly or through your attorney or 


accountant. 


HOOPER Write Box F-51, Forbes Inc., 80 Fifth Avenue, New York 11, N. Y. 


(CONTINUED FROM PAGE 57) L. 
position greatly to increase per share Ce AE ae Fe ae ee Be ee = = i ame ea wi 


earnings by cutting down on over- ——— 
maintenance . . . Careful students of 4th GENERATION of DIAMONDS 


Westinghouse Electric say that the TOP-AREA PROJECTION! DIAMONDS 10°, Above Wholesale 


stock may well be liquidated, but that ES ait HERE'S THE RE 
its performance may be neutral for a eS ee an ee Primarily, are Diamond 
while. They like the long-range out- | | market to make its final top. and im what oe te ha en a 
it t the 

look . . . In spite of the recent rise, CNUsUA at ot BEAK MARKET to fol- handle oo, we aro tue om to, Fes 
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sey on the basis of earnings. enquinet bethess Gor the mest owe sneuthe Sar 58 Ct. 800 
only $2 (mew subscribers only) and get this 
key study as an extra bonus! 











Advance release of Forses columnists’ inspection. Also ) td and Emerald or your 
regular articles, excepting Mr. Lurie’s, THE BUCK INVESTMENT LETTER Others $260 to $10,000. Telephone 24 hours daily. 
will be airmailed to readers on the day Box 306 Danville, California LEO PEVSNER CO. 
of their writing. Rates on request. SS. Wabash FRanklin 2-2928 Chica 




















Forbes, MAY 1, 1956 





For Investment Opportunities 


WATCH 
15 STOCKS 


In Line For 
Stock Splits 
or Stock Dividends 


Stock Splits or sizable Stock dividends 
do more than call attention to a com- 
pany’s successful operation and growth. 
These tangible proofs of corporate prog- 
ress are increasingly popular with share 
owners because they attract a wider fol- 
lowing, create a broader market and usu- 
ally pay off in substantial price appre- 
ciation as well as a welcome increase in 
cash dividends. FINANCIAL WORLD’s 
study of 15 PROSPECTS FOR STOCK 
SPLIT-UPS, most companies in_ the 
group are of investment grade and lead- 
ers in their industries. 


If you want More Income, More Long- 
Term Profits from your investments, 


return “ad” with $5 (or ask us to bill | 


you) for next 18 Weekly copies of 
FINANCIAL WORLD (Big $7 Value for $5), and 

receive also “15 Stocks in Line for STOCK 
SPLITS or _—— ght mc gy in addition to 


next FOU es valuable “INDE- 
PENDENT "pr ISALS of Listed Stocks” to 


help you become a better judge of stock values | 
$5 Today | ‘ 
| conservative 
$20 fer yearly | 


ingmeaing comming | low 
TOGRAP 


tunities. Send 
for above Special Trial Offer to New Subscribers. 


Or, return “ad” with 
apant tion ($11 for six months) 

ARE Investors’ rvice 
tose Annual $5 “STOCK F 
MANUAL (ready ae nay io to hel 
invest more sely, are pegmatite. 
Back In 30 Days if not sati 


FREE! senp 0 pny ly NOW, saving ex- 
pe , an lew Inves- 
joe mag Bae em KNO\ lOW-HOW . OF MAKING 
MONEY IN SECURITIES” —the Basic Principles 
and Procedures of Successful Investing. 


FINANCIAL WoRLD 


53 Years of Service to Investors 
86-FB Trinity Place, N. Y. 6, N. Y. 


investment 


or complete 


you 
oney 





A ee : 
Mutual Fund — 


= designed to secure possible long or short 
= term capital gains—independent of stock = 
= market fiuctuations—through the pro- = 
> fessionally managed purchase and sale of = 
= commodity futures such as coffee, eggs, 
= rubber, soybeans and wheat. Futures, Inc 
= offices are located at 41 Wall Street, New 
= York, N. Y. 
Send for description brochure 
See eee S22 SS SS SS eS eS eS ee ee eee 
FUTURES DISTRIBUTORS 
41 Wall Street, New York 5, N. Y. 


Please send me March 1, 1956 Offering o 
cular describing Futures, Inc. 
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ND wt sn cae ae Calon 2 
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MARKET PERSPECTIVE 


by ELMER M. SHANKLAND 


Life Insurance Stocks—Growth Equities 


Tue life insurance industry has come 
a long way since one Israel Whelen 
first attempted to sell life insurance 
to the citizens of Philadelphia in 1807. 
Today it is an integral part of our 
social and economic life, with about 
$375 billion of insurance in force, 
held by more than 90 million policy- 
holders, and backed by assets of $90 
billion. 

With sales hitting a new peak of 
$48 billion last year, the industry 
continued to participate fully in the 
postwar boom. The record of the 
postwar years is no flash in the pan— 
the industry has doubled in size 
every ten years since 1900 (only ex- 
ception: the depression decade 1931- 
1940, when expansion continued but 
at a slower rate). 

All these astronomical figures spell 


; out one significant word for investors 
| —growth. 


In the past, there was a 
tendency on the part of investors to 
view life insurance stocks as good, 
investments. Traded 
over-the-counter, affording a very 
yield, the average investor 
fought shy of them. More recently, 
as the dynamic price performance of 
these stocks became better known, 
more and more investors have been 
clambering aboard the bandwagon. 
A few facts will show the reason why. 

As a group, insurance stocks have 
consistently outperformed the Dow- 
Jones Industrials, providing fabulous 
capital gains. The comparison in the 
table below of a group of industrial 
blue chips with insurance stocks 
highlights this performance in the 
last ten years. Besides market per- 
formance, other favorable factors in- 
fluencing investors have been the 
rapid increase in equity value of in- 
surance shares, a good degree of “tax 
shelter” and the defensive nature of 
the business. 

The dynamic growth record of life 


insurance leads to 

the question—how 

about the future? 

Some of the factors 

indicating con- 

tinued expansion 

of industry sales 

include: the stead- 

ily expanding population (expected 
to hit 200 million by 1970); the ris- 
ing level of family income and the 
record level of individual savings; 
the growing acceptance of newer 
types of policies; and last but not 
least, the increasingly favorable mor- 
tality experience of the life insurance 
companies. 

From the investor’s standpoint, life 
insurance stocks have the following 
points in their favor. They enjoy an 
extremely low tax base—approxi- 
mately 7.8% on investment income 
plus 1°% of the premium volume of 
accident and health insurance. They 
are not subject to federal income 
tax on underwriting income, need not 
account for capital gains, take no 
deductions for capital losses. Every 
increase in life expectancy causes 
reserves for death claims to be over- 
stated—in effect building up stock- 
holders’ equity. Corporate operations 
are extremely conservative, conducted 
on a mathematical basis, and subject 
to stiff regulations. Modest cash divi- 
dends are usually paid, supplemented 
by frequent stock dividends. The 
major part of investment earnings is 
added each year to investible funds. 
The result is a compounding of a 
portion of investment income whose 
cumulative effect over a period of 
years adds to “hidden” equity. 

A life insurance company is actu- 
ally engaged in two lines of business. 
The first is to write contracts, receive 
insurance premiums and to pay ex- 
penses and claims against these 
premiums. The second is to invest 





Company 


General Electric 
General Motors 


Aetna Life 


Jefferson Stand. 
Travelers Ins. 


*Based on average price. 





“BLUE CHIPS” VS. 


Ten-year capital gain—298.1% 


Ten- -year capital gain—822.3% 


INSURANCE STOCKS 


Value* Capital 
1955 Gain 


$10,404 $ 7,904 
10,575 8,075 
9,013 6,513 
9,814 7,314 
$39,808 $29,808 


Div. Recd. 
1946-1955 


$20,807 $18,307 
36,613 34,113 
15,906 13,406 
18,901 16,401 


$92,227 $82,227 








Forses, MAY 1, 1956 





its capital, surplus and primary re- 
serves in securities and mortgages. 
Basic factors affecting the earning 
power of life insurance companies 
are (1) death rates among policy- 
holders, and (2) interest earned on 
invested funds. The trend in mor- 
tality rates has been downward for 
many years due to a higher standard 
of living, advances in public health, 
development of modern drugs, etc. 
Interest rates on investments have 


been gradually turning upward from | 


‘How You Can Prepare for This 


the depressed rates experienced in 
recent years, reaching 3.51% 
tax) in 1955, as opposed to the his- 
torical low point of 2.88% in 1947. 
Investment earnings 
estimated at $3 billion, equivalent to 
one fourth of total premiums. 

From the above facts it can be seen 
that the life insurance industry ap- 
pears to afford great potential for 
capital gains. However, there are 
certain drawbacks that the investor 
must recognize. There are roughly 
half a hundred well-known life in- 
surance companies whose stock is 
available publicly. Traded over-the- 
counter, there 
bility due to the comparatively small 
number of shares outstanding and the 
sometimes relatively inactive trading. 
(There are less than 100,000 share- 
holders in the 25 largest stock life 
insurance companies.) There are 
often wide fluctuations as a result of 
“thin markets.” Life insurance stocks 
are not immune to market dips—wit- 


(pre- | 


last year are | 





is limited marketa- | 


ness their performance earlier this | 
year due to uncertainties created by | 


Congressional consideration of taxes 
on the industry. Competition within 


the industry is keen, particularly from | 


the mutual companies, the largest 


factor in the industry (accounting for | 
70% of the insurance in force). There | 
is the threat of potential competition | 


from the federal government—com- 
pulsory insurance, social security ex- 
tension, etc. And, with their increas- 
ing investment popularity, prevailing 
prices for some stocks appear to be 
discounting the growth factor many 
years ahead. 

The individual desirous of invest- 
ing in these stocks should definitely 
investigate before buying, should ob- 
tain competent investment counsel. 
In order to evaluate properly a life 
insurance stock, many basic facts 
must be learned. Here are a few: 
what type of insurance is being writ- 
ten (participating or non-participat- 
ing); the quality (ordinary life, in- 
dustrial life, group, health and acci- 
dent, etc.); the amount of money 
translated to net profit from gross 
income; the amount earned on in- 
vestment portfolio compared with in- 

(CoNTINUED ON PAGE 63) 
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Suggested as a speculation 


The Unique Profit Story Behind 


OIL WARRANTS 





Year's Similar Opportunities 


There are large speculative gains to be made in Oil Stock warrants 
—often 4 to 5 times those available in ordinary stocks—by investors 
able to devote a part of their funds for this purpose, and frankly ree- 
ognizing both the risks and the exceptional profit possibilities involved. 

As a typical example, a $1,000 investment in Canadian Oil Cos. Com- 
mon Stock in September 1953 would have grown to $2,000 by August 
1955—22 months. In the same period, however, $1,000 put into the 
Company’s Warrants increased to $11,000, or more than five times 
the initial cost. 

This is only one out of a long authentic record of similar cases where $1,000 pur- 


chases have become worth $8,000, $10,000 and even $19,000 in 
short time. 


2 STRIKINGLY SIMILAR CHANCES FOR PROFITS IN WARRANTS 


We've been searching the oil field over for other potential big-gain warrants like 
Canadian Oil Cos., and have just uncovered two exceptionally promising new Canadian 
warrants. One, a little company with big-name backing, gives you 2 special advantages 
—first, for capital safety a large royalty play with a tremendous built-in growth ca- 
pacity; second, for powerful capital gains a wildcatting program with truly electrifying 
discovery possibilities. The other is a smartly-run young LP-Gas Company which is 
now making “‘seven-league”’ growth strides. 


a relatively 


The stocks of these two stand-out companies are 
) capable of sharp upward gains. And, if and when 
) the stocks do, the two warrants (both priced under ( 
$3.20) could prove to be a profitable investment. 

The great gain potentials that we see in these two issues have as yet remained largely 
undiscovered by investors. As a result, these warrants now give you, we believe, two 
outstanding ground-floor profit opportunities. Find out about these big profit-potential 
warrants today. Send immedately for this new Report on:— 


“2 CANADIAN OIL WARRANTS WITH BIG PROFIT POTENTIALS” 
You also receive 2 additional new Reports entitled: 


“THE ‘ONE BEST BUY’ IN CANADIAN OIL STOCKS” and 
“27 CANADIAN OIL STOCKS FAVORED BY THE PROFESSIONALS” 


| This big 3-way Package Report is yours along with a full 5 weeks’ trial subscription 


to the OIL STATISTICS BULLETIN plus the CANADIAN OIL REPORTS for only 
$5. Return coupon today! 


OIL STATISTICS CO., INC. 


Babson Park 57, Mass. 


Yes—send me at once (1) your new Report “2 CANADIAN OIL WARRANTS WITH BIG 
PROFIT POTENTIALS”, (2) your 2 additional new Reports “THE ‘ONE-BEST BUY’ IN 
CANADIAN OIL STOCKS” and “27 CANADIAN OIL STOCKS FAVORED BY THE 
PROFESSIONALS”, (3) Your OIL STATISTICS BULLETIN plus the CANADIAN OIL 
REPORTS for a period of 5 weeks. (This offer open to new readers only.) 


C I enclose $5 (C Please bill me 
Name _ 


Street __ 


Rc ____ Zone State___ 











Southern California 
Edison Company 


DIVIDENDS 


The Board of Directors has 
authorized the payment of the 
following quarterly dividends: 


CUMULATIVE PREFERRED STOCK, 
4.08% SERIES 

Dividend No. 25 

25/2 cents per share. 


CUMULATIVE PREFERRED STOCK, 
4.24% SERIES 

Dividends Nos. 1 and 2 

29.444 cents per share. 

(Dividend No. 1 of 2.944¢ per 
share was declared February | 4.) 


CUMULATIVE PREFERRED STOCK, 
4.88% SERIES 

Dividend No. 34 

30¥2 cents per share. 


The above dividends are pay- 
able May 31, 1956, to stock- 
holders of record May 5. 
Checks will be mailed from 
the Company's office in Los 
Angeles, May 31, 


P. C, HALE, Treasurer 
April 20, 1956 

















BB coun 
CARBON COMPANY 


One-Hundred and Thirty-Eighth 
Consecutive Quarterly Dividend 
A regular quarterly dividend of 60 
cents share on the ital Stock of 
the y will be paid June 11, 
1956 to stockholders of record at the 
close of business May 15, 1956. 


RODNEY A. COVER 
Vice-President—Finance 








¢ ECONOMICAL 
e EFFECTIVE 


Dividend! 


advertising 

in FORBES 

maintains and 

enhances finan- 

cial communica- 

tions between your 

Corporation and the Nation's 
investors. 





| stemmed from excessive 
| and a decline in government spend- 
| ing. This time, however, government 





| LURIE 
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Moreover, it would be politically naive 
and unrealistic to believe that the 1956 
boom will “run out of money.” While 
the seasonal pressures could contrib- 
ute to even higher money rates, the 
next major change in the monetary 
backround probably will be in the 
direction of credit ease. 

This prospect points up the fact 
that the currently small spread be- 
tween stock yields and bond yields 
can be over-emphasized. It is doubt- 
ful that there will be wholesale 
switching from stocks to bonds be- 
cause of competition from the latter 
on a yield basis. For one thing, bonds 
obviously are bought for different 
purposes than common stocks. Sec- 
ondly, the present generation of se- 
curity buyers forgets that in the late 
1920s and early 1930s stock yields 
were less than bond yields. 

In a word, the chief impact of the 


| money squeeze is likely to be psy- 


chological. True, 1953 was a year of 
“tight money” and the start of the 
business reepssion, a recession which 
inventories 


spending is rising, and the excess in- 
ventories which have been created 
(steel, for example) are a “localized 


infection” which can be corrected in 
| the third quarter. 


But the financial commentator has 


| to be realistic as well as objective, and 
| the realistic view is that the credit 
| situation will be under suspicion for 
| the next 30 to 60 days. This prospect 


—plus the facts that the market as a 
whole has not been as strong as the 
averages have suggested, that the 


| ammunition of brilliant first-quarter 
| reports 


is being lost—suggests an 
average-wise pause for refreshment. 

But average-wise uncertainty need 
not be of great concern to financially 
sophisticated buyers. Opportunities are 
always created by a period of pop- 
ular doubts and fears. Bearing in mind 
that capital has taken heart, that 
the market today is dominated by the 
well-informed, an average-wise re- 
action could be as selective as the 
first-quarter advance. Moreover, the 
eventual 1956 highs probably will be 
recorded in the second half of the 
year. Thus, it is a mistake not to own 
—or buy—specially-favored issues. 

For example, few security buyers 
fully appreciate the fundamental 
change for the better in the meat 
packing industry. Everyone thinks of 
previous 1%-2% pretax profit mar- 
gins. Today, however, the industry is 
more efficient than ever before, vol- 
ume is high and hog prices are low. 


All of which spells excellent 1956 
earnings. For example, Wilson might 
earn $4 vs. $1.72 per share in 1955; 
the latter figure excludes $1.20 per 
share of foreign profits of which 8c 
was received. Next year’s dividends 
should be higher than the 50c in cash 
and 3° in stock paid this year. 

Many know that the soft coal in- 
dustry has taken a giant step to a new 
lease on life. Few realize, however, 
that—in the process—this has given 
the Pocahontas Roads a new traffic 
stimulus, for coal represents over half 
their gross. It also has crystallized 
their basic assets of excellent man- 
agement, high traffic density, little or 
no passenger business, etc. For rail- 
roads, the 1955 pretax profit margins 
were little short of fantastic: C&O’s 
was 27%, Norfolk & Western 33%, 
and Virginian 45°. 

Wall Street and the investor are 
still suspicious of the steel industry. 
The stocks are being valued on a 
cyclical basis. Now, everyone is 
worrying about the excess inventory 
being accumulated in anticipation of 
a strike and/or higher prices. But 
this, too, probably will prove an un- 
justified fear. Jones & Laughlin, with 
a 1956 potential of $8.50 per share 
against $7.73 earnings in 1955, seems 
quite attractive. 

With sales up 22% in January and 
February, Pepsi-Cola again merits 
speculative attention. Obviously, the 
weather has a great bearing on the 
company’s 1956 prospects. But the up- 
ward momentum with which the yea 
has started points to an earnings 
potential of $1.90 per share as com- 
pared with $1.60 per share last year. 
True, Coca-Cola is making aggres- 
sive attempts to regain a portion of 
the home consumption market lost to 
Pepsi-Cola. But Pepsi-Cola still has 
a price advantage, and is accepted on 
a quality basis. The management has 
done the Herculean job of taking the 
drink from the kitchen into the liv- 
ing room. 

In the electronics field, Siegler 
Corp. has speculative merit for those 
willing to recognize the facts that 
spectacular progress in many a new 
industry usually is achieved by the 
specialist—and the specialist, more 
often than not, is a small company. 
Siegler is the largest manufacturer of 
space heaters, which, incidentally, is 
far from a dying business. Its real 
glamour, however, lies in two newly 
controlled electronics subsidiaries 
whose activities are related to our 
guided missile and aircraft programs. 
Sales for the fiscal year ending next 
June should be in the area of $15 
million, and earnings about $1.50 per 
share; the 1956-57 potential is much 
higher and management is young and 
aggressive. 
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ago. Earnings last year amounted to 
$3.35 per share on the 1,000,000 shares 
of stock. A dividend of $1.75 was paid. 
Present price, 31. 

The Western Pacific operates 1,193 
miles of first track. The main line ex- 
tends from San Francisco to a connec- 
tion with the Denver & Rio Grande 
Western at Salt Lake City. The com- 
pany is very moderately capitalized, 
funded debt amounting to $56 million, 
and 566,000 shares of common stock. 
Earnings available for dividends 
ranged from $10.41 in 1950 to $4.20 in 
1954 and $5.91 last year. The stock has 
been in the middle 60s over the past 
year. The current dividend rate is $3. 
The business and population growth 
in the area served by the company 
(helped by the opening of a large 
Ford assembly plant), provides belief 
that the dividend will be increased in 
due time. I consider the stock good 
for long-pull holding. 


SHANKLAND 


(CONTINUED FROM PAGE 61) 





terest rates on contracts. There are 
many other angles to be explored 
before determining whether or not a 
specific stock is suitable for invest- 
ment. 

Basically, life insurance stocks 
should be bought strictly for long- 
term holding. As with all invest- 


ments, funds should be put into | 
sound, well-managed companies. The | 


past record of industry performance 


has been very good. Future projec- | 


tions indicate broad promise of fur- 
ther growth in values, perhaps not at 
the headlong pace of recent years, 


but certainly enough to warrant the | 


term above-average. 


Representative stocks in this field | 
merit inclusion in most long-term | 
growth portfolios. Among the lead- | 
ing concerns are Travelers (77), Lin- | 
coln National (209), Aetna Life (184), | 
Connecticut General (240). Others | 


enjoying a strong upward trend in- 
clude Jefferson Standard (124), 
Southwestern Life (100), Life Ins. 
Co. of Virginia (117). Among some 
of the interesting lower-priced shares 
are Gulf Life (31), Life Companies, 
Inc. (16), Government Employees 
Life (48). There is also a low-priced, 
diversified management investment 
concern of the closed-end type, Life 
Insurance Investors, Inc. (15), or- 
ganized to provide a medium for 
managed and diversified investments 
in common stocks of companies pri- 
marily engaged in the life insurance 
business in the U.S. and Canada. 
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RICHFIELD 
dividend notice 
The Board of Directors, at a meeting held April 19, 1956, 
declared a regular quarterly dividend of seventy-five cents 
per share on stock of this Corporation for the second quarter 
of the calendar year 1956, payable June 15, 1956, to stock- 
holders of record at the close of business May 15, 1956. 


Norman F. Simmonds, Secretory 


RICHFIELD 
Otl Corporation 


Executive Offices: 555 South Flower Street, Los Angeles 17, Colifornie 


ee 








The Bowater Paper 
Corporation Limited 


NOTICE OF FINAL DIVIDEND 


The Board of Directors at a meeting held April 19, 1956 de- 
cided to recommend a final dividend for the year ended 31st 
December 1955 of 714 per cent on the ordinary stock equiva- 
lent to 21 cents per £ 1 stock unit. If approved by the stock- 
holders at the annual general meeting to be held on May 29, 
1956, the dividend will be paid, less British income tax, on 
May 31, 1956 to stockholders of record at the close of busi- 
ness on May 1, 1956. 


London, England. R. KNIGHT, Secretary. 


The Bowater Organization 


United States of America Great Britain Canada Australia 
South Africa Republic of Ireland Norway Sweden 





CONSOLIDATED 
CEMENT 
CORPORATION 


DIVIDEND NOTICE 


The Board of Directors of the 
Fairchild Engine and Airplane 
Corporation declared a cash 
dividend of 25 cents ($.25) per 
common share, payable on May 
2,1956, to stockholders of record, 


DIVIDEND NOTICE 


The Board of Directors of Con- 
solidated Cement Corporation 
has declared a dividend of 20 
cents a share on the Company’s 
common stock (after the stock 
split effective April 10, 1956) April 16, 1956. 

able June 30, 1956, to stock- : 
rte of record at the close Richard 8. Boutelle 
of business June 14, 1956. The President 
stock transfer books will re- April 4, 1956. 


ania” FAIRCHILD 


HOWARD MILLER 


Treasurer INGINE AND AIRPLANE CORPORATION - HAGERSTOWN. manTianD 
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QUARTERLY DIVIDEND 


A quarterly dividend of 80 cents 
per share has been declared on the 
Common and New Class B Com- 
mon stocks of the Company, pay- 
able June 5, 1956 to stockholders 
of record at the close of business 
May 15, 1956. 
W. J. CONRAD, 


Winston-Salem, N. C. Secretary 
April 12, 1956 


R 


.J. REYNOLDS 


TOBACCO 
COMPANY 





Makers of 


CAMEL, CAVALIER 
AND WINSTON 
cigarettes 


PRINCE ALSERT 
smoking tobacco 


| $12.50. 
| appeared in 1951, much has happened 





MANUFACTURING COMPANY 
Framingham, Mass. 


DIVIDEND NOTICES 


Debenture: The regular quarterly 
dividend of $2.00 per share on the 
Debenture Stock will be paid June 
4, 1956, to stockholders of record 
May 7, 1956. 


“A” Common and Voting Common: 
A quarterly dividend of 35 cents 


June 4, 1956, to stockholders of 
record May 7, 1956. 
R. N. Wallis, Treasurer 


112'™ YEAR 














Interchemical 


COoOReroRrATion 


G 


Interchemicai has declared — 

« The regular quarterly dividend 
of $1.12% a share on its 
Preferred Shares. 

« A dividend of 65¢ a share on 
its Common Shares. 

payable May 1, 1956, to holders 

of record at the close of business 

on April 16, 1956. 

FRANCIS A. E. SPITZER, Secretary 














DIVIDEND NOTICE 
SKELLY OIL COMPANY 


The Board of Directors to- 
day declared a quarterly 
cash dividend of 45 cents 
per share on the common 
stock of the Company, pay- 
able June 5, 1956, to stock- 
holders of record at close of 
business April 27, 1956. 


c. L. SWIM, 


April 10, 1956 Secretary 








x | 
4.) THE COLUMBIA 
al) GAS SYSTEM, INC. 


The Board of Directors has declared this 
day the following regular quarterly 
dividend: 
Common Stock 
No. 87, 22\¢ per share 
payable on May 15, 1956, to holders of 
record at close of business April 20, 1956. 
H. Epwi~ Oxsown 


Vice-President and Secretary 
April 10, 1956 




















ON THE BOOKSHELF 


Books reviewed in this column are not obtain- 
able from Forbes, but may be purchased from 


| your local bookseller or direct from the publisher. 


SecurITIES REGULATION: 1955 Sup- 
PLEMENT. By Louis Loss. Little, Brown. 
Since Securities Regulation 


to limit the usefulness of this widely 
acclaimed volume. There have been 
significant amendments to the Securi- 
ties Act and other relevant laws, and 
the SEC has undertaken a general 


| shakeup of rules and procedures. Ac- 


cordingly, Harvard Law Professor 


| Louis Loss has plunged once more into 
| the legal fray. The spoils: a 423-page 
| supplement which, like the original, 


rates an “A” for concise, thorough 
scholarship. Supplements being the 


| nuisances that they are, it inevitably 


runs second in readability, but it will 


| be no less indispensable than the orig- 
| inal for anyone closely concerned 
| with the laws of the financial world. 


SpecraAL SITUATIONS IN STOCKS AND 
Bonps. By Maurece Schiller. Research 
& Appraisal, Inc., Roslyn, N. Y. $10. 

As Mr. Schiller, a 25-year veteran se- 
curity analyst and specialist in special 
situations points out, public recog- 
nition of the existence of the field of 
“special situations” is a recent de- 
velopment. Even the term “special 
situation” itself has long been a 
mystery. The author lays down four 
rules to which each special situation 
must conform: 1) a specific “corporate 
action” must be in existence (i.e., 
plans for acquisitions or mergers, 
liquidations, appraisals, tenders, re- 


| capitalizations, reorganizations, stubs, 
| spin-offs and over-subscriptions); 2) 


the security must be undervalued; 3) 
the investment must be calculable; 
and 4) the security should be at a 
minimum risk level. 

The key to the profit possibilities, 
he insists, lies in the corporate action. 
Devoted to an intricate subject, the 
book is sprinkled with illustrations, 
leading the reader through actual 
samples and case histories. Most in- 
triguing of all: Schiller’s axiom that 
many special situations are as safe as 
high grade, triple “AAA” loans or 
bonds. 

A special situation showing a capital 
gain of 10 per cent on an annual basis, 
he says, should have a probability of 
nine to one in favor of success. While 
the percentage gain could be con- 
siderably higher in numerous in- 
stances, the risk probability should 
not increase in the same ratio. Should 
this occur, the issue leaves the special 
situation category and thus becomes 
classified as a speculation. 
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With the stock market at its highest level in 
history, vulnerable to adverse news both at 
home and abroad, we believe you would be 
wise to check the ground you are on before 
taking another step. 


Not that we foresee anything catastrophic in 
the near future. Business is just too good for 
that. But after a 300% rise in the Dow In- 
dustrials since 1949, we advise you to stop 
thinking in terms of market averages since 
the days of broad advances on all fronts are 
far behind us. The market certainly was 
more selective in 1955 than in 1954 and will 
become even more so in the years ahead. 


What about the stocks you now hold—partic- 
ularly those in which you show substantial pa- 
per profits? Do they represent companies which 
will continue to give a good account of them- 
selves? At current levels, are they still fairly 
priced? Which of your paper profits are resting 
securely upon the realities of today and which, 
because of that unpredictable, on-again-off- 
again phenomenon called “Investor Confid- 
ence’, are balanced precariously upon the 
possibilities of tomorrow .. . subject to disap- 
pearance at the first hint of bad news. 


In the event you, like many FORBES readers, 
are sitting nervously upon hard-won paper 
profits, reluctant to capture them because of the 
heavy capital gains tax, yet even more reluc- 


SEND FOR FREE DESCRIPTIVE 
LITERATURE, NO OBLIGATION! 


“May I say at this point that I feel 
years younger since turning over 
the responsibility of selection and 
supervision to one who devotes all 
of his time to it. A little knowledge 
is a dangerous thing and I reached 
the point where I felt it was time 
for me to pay for professional help, 
and I must say that I have cer- 
tainly gained peace of mind.” E.A.B. 


“Am well pleased with the services you have been 
giving me and have confidence that you and your 
organization will continue to adequately cover my 
situation.” M. W.S. 








Time To Take Paper Profits? 


tant to see them melt away in a highly selec- 
tive market 


—we invite you to acquaint yourself with the 
services offered by FORBES PERSONAL IN- 
VESTMENT MANAGEMENT, a completely 
personal service that will help you realign your 
investment portfolio to meet current market 
conditions by determining which of your stocks 
are overvalued and should be switched, which 
should be held for further appreciation 


In brief, from the information which you are 
asked to supply, our staff will first strike a bal- 
ance between your resources and your require- 
ments and then tailor an individual investment 
program to best meet your objectives. Once 
your program has been mutually agreed upon, 
we will subject your securities to constant su- 
pervision—take the initiative in making recom- 
mendations to you—keep you fully informed on 
latest developments affecting your holdings 
make available to you unlimited consultation 
privileges by letter, by telephone or telegraph, 
by personal visit. 


Obviously, the full scope of this Service, its 
purposes, its many advantages to those with 
$25,000 and more invested in securities, cannot 
be explained within the confines of this an- 
nouncement. We therefore have prepared a de- 
scriptive booklet on FORBES PERSONAL IN- 
VESTMENT MANAGEMENT which we shall 
be happy to send you upon request. 


We believe it will be your advantage to do so 
today. You incur no obligation 


FP SSS SSSSSSSSSSSSSSSeeeeeseeessaay 


t Forbes Personal Investment Management 

70 Fifth Avenue, New York 11, N. Y. 

I may be interested in retaining the services of 
FORBES PERSONAL INVESTMENT MANAGE- 
MENT. Will you kindly send me without obligation, 
complete details? My present investments are 
valued at approximately $ I have 


an additional $ in cash for available 
investment 


Name 
Address 


City Zone State 5-1 


A Division of Investors Advisory Institute, Inc. 
Subsidiary of FORBES Inc. 
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ON THE 


TH 0) U ¢ HTS BUSINESS OF LIFE 


The cornerstone of this Republic, as 
of all free government, is respect for 
and obedience to the law. Where we 
permit the law to be defied or evaded, 
whether by rich man or poor man, by 
black man or white, we are by just so 
much weakening the bonds of our civ- 
ilization and increasing the chances of 
its overthrow, and of the substitution 
therefore of a system in which there 
shall be violent alternations of anar- 
chy and tyranny. 

—THEODORE ROOSEVELT. 


Democracy is a form of government 
based on the conviction that there are 
extraordinary possibilities in ordinary 
people. 

—Dr. Harry Emerson Fospick. 


There is dew in one flower and not 
in another, because one opens its cup 
and takes it in, while the other closes 
itself, and the drops run off. God 
rains his goodness and mercy as wide- 
spread as the dew, and if we lack 
them, it is because we will not open 
our hearts to receive them. 

—Henry Warp BEECHER. 


If you want a crop for one year, 
grow millet. If you want a crop for 
ten years, grow a tree. If you want a 
crop for one hundred years, grow 
men. —CHINESE PROVERB. 


We can’t all be clam diggers or 
painters or heroes. But we can learn 
to live, every one of us. Some folks 
have a way of making fun of people 
who love beauty. Why? Nothing 
contributes so much to living as a 
knowledge of beauty and a love of it. 
Beauty of color, beauty of movement, 
beauty of line, beauty of sound. Don’t 
be ashamed to delight in colors; don’t 
think it’s unmanly to love color; don’t 
think you are “soft” because music 
“gets” you. On the contrary, it is 
the appreciation of such things which 
takes you almost halfway to the 
knowledge of how to live. 

—Grover C. Ortu. 


Stones and sticks are thrown only 


at fruit-bearing trees. —SaapI. 
The real democratic American idea 
is not that every man shall be on a 
level with every other, but that every 
one shall have liberty, without hin- 

drance, to be what God made him. 
—Henry Warp BEEcHER. 


66 


Money may buy the husk of many 
things, but not the kernel. It brings 
you food, but not appetite, medicine 
but not health, acquaintances but not 
friends, servants but not faithfulness, 
days of joy but not peace or happi- 

—HENRIK IBSEN. 





B. C. FORBES: 

My insight into the life and hab- 
its of thousands of America’s 
most conspicuously successful 
men of affairs has revealed this: 
with few exceptions, these men 
early acquired the habit of read- 
ing all about their line of busi- 
ness and kept up this practice no 
matter how busy they became. 
How long would a doctor stay at 
the top of his profession were he 
to do no reading? Modern busi- 
ness has become just as much of 
a science, and quite as many- 
sided a science, as medicine 
or surgery. Progressive business 
leaders recognize that they can- 
not afford not to read about busi- 
ness, business currents, business 
discoveries, business develop- 
ments. The man, especially the 
young man, who conceitedly 
imagines that he knows it all 
and that, therefore, there is no 
need for him to try to learn 
more, is doing his best, or his 
worst, to bring about his own 
undoing. It can be accepted as 
an indisputable axiom that the 
man who has no time to read 
about business has no time to 
succeed in business. 











Most men believe that it would ben- 
efit them if they could get a little from 
those who have more. How much 
more would it benefit them if they 
would learn a little from those who 
know more. —Wus. J. H. BoetcKer. 


It is better to give than to lend, and 
it costs about the same. 


—Sir Purie Gress. 


America grew great from the seed 
of the will to do and dare; the will to 
get up and go on and not to quit after 
we had erred and fallen; the will to 
struggle to our feet and plod along 
and not to give up and lie down when 
we wavered and stumbled from fa- 
tigue. It grew not from the seed of 
slumping down and giving in when 
laden with apparent discouragement 
and seeming defeat, but from the seed 
of the will to rise to the occasion, 
shake it off, stand firm and resolute, 
and challenge defeat. Yes, it seems 
what we in America need is to get 
back to the planting and cultivating 
of that good old American seed. 

—ARNOLD W. Crart. 


Great industries are not built up by 
getting the best of someone else, but 
by giving goods and services that are 
worth more to your customers than 
the amount they pay you in return. 

—G. Heatu CLark. 


To know every detail, io gain an 
insight into each secret, to learn every 
method, to secure every kind of skill, 
are the prime necessities in every art, 
craft or business. No time is too long, 
no study too hard, no discipline too 
severe for the attainment of complete 
familiarity with one’s work and com- 
plete ease and skill in the art of doing 
it. As a man values his working life, 
he must be willing to pay the highest 
price of success in it—the price which 
severe training exacts. 

—HAMILTON WricHT Masi. 


The most valuable result of educa- 
tion is the ability to make yourself 
do the thing you ought to do when 
it ought to be done, whether you have 
to do it or not. —HUXLEY. 


Every person is responsible for all 
the good within the scope of his 
abilities, and for no more, and none 
can tell whose sphere is the largest. 

—Gait HAMILTON. 


Nothing in progression can rest on 
its original plan. We might as well 
think of rocking a grown man in the 
cradle of an infant.—EpmunNp BuRKE. 


—— — 


More than 3,000 selected “Thoughts” 
available in a 544-page book. Regu- 





lar edition. $5. Deluxe edition, $7.50. 








A Text... 


Sent in by Helen M. Cole, Knox- 
ville, Tenn. What’s your favorite 
text? A Forbes book is presented 
to senders of texts used. 


Walk worthy of the vocation wherewith ye 
are called, with all lowliness and meekness, 
with longsuffering, forbearing one another 
in love. 


—EpuHeEsIANns 4:1-2 
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BUSINESS IN MOTION 
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A great many people have found that extruded shapes 
are desirable because they are produced to specific 
designs, thereby markedly lowering production costs. 
They are right, of course, but there are other bene- 
fits, now being taken advantage of by builders of 
truck bodies. Revere aluminum extruded shapes are 
produced in long lengths to meet customer specifica- 
tions, and to dimensional accuracies so close that suit- 
ably designed shapes can be interlocked side by side, 
forming a tight and structurally strong floor assem- 
bly. This is the procedure being 
adopted by truck and trailer 
body builders. 

The design is such that the 
shapes interlock in two direc- 
tions, providing greater strength 
and tightness, yet assembly is 
easy. Another feature of the de- 
sign is that the shapes used on 
one side of the center strip can 
be interlocked on the other side 
simply by turning them end-for- 
end. 

Two types of floor sections 
are produced, one with deep 
channels for refrigerator trucks, or “reefers,” the 
other with shallow V channels for dry cargo. The pur- 
pose of the deep reefer channel design is to provide 
the cold air circulation that is so essential to the 
preservation of cargo. An interesting and important 
feature of both types is that bolting to the truck sub- 
frame is made possible without going through the 
floor from inside the body. The bolts are hidden, and 
so leakage is prevented, there are no unsanitary areas, 


and no interference with loading and unloading. 
Being aluminum, a truck floor made in this man- 
ner is appreciably lighter than one of the same dimen- 
sions that is all steel, or a composite of wood and 
steel. The result is that pay-load can be increased 
without danger of violating the restrictions on gross 
weight, or weight per axle, that are so prevalent. This 
alone, regardless of other advantages, is enough to 
make the new construction highly attractive to the 
trucking industry, which after all makes its money 
not on dead weight but on 
pounds of freight carried. In- 
cidentally, freight handlers 
sometimes are rough, and drop 
heavy boxes on the truck floor. 
If damage results, as can hap- 
pen to any floor, repairs can be 
quickly made, replacing only 
the damaged shapes without re- 
moving the entire floor. Thus 
the truck begins to roll again 
with a minimum of lost time 
and expense. 
Revere considers that this de- 
velopment of aluminum ex- 
truded shapes for truck flooring is a major engineer- 
ing accomplishment. The repeat orders received show 
that the body people and the truckers agree. How- 
ever, if you do not build or buy truck bodies, just 
remember that American industry does not stand 
still, but always moves forward. It should pay you 
to make sure that your suppliers, no matter what you 
buy from them, keep you informed of every new 
development, as quickly as it is available. 


REVERE COPPER AND BRASS INCORPORATED 
Founded by Paul Revere in 1801 
Executive Offices: 230 Park Avenue, New York 17, N. Y. 
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PLANNING TOMORROW TODAY 


Ready in 1957! 


Automatic Electric’s huge new research and manufacturing center 
now building in Northlake, Illinois. Latest addition 
to the nation’s fastest growing system — General Telephone. 


A multi-million dollar investment in the future of America’s 
telephone service. To make it even better than it is! 


¢ When completed this great plant will assure speedy delivery of the latest, 
most modern equipment to 5000 independent telephone companies. 


GENERAL TELEPHONE SYSTEM 


ONE OF AMERICA’S GREAT TELEPHONE SYSTEMS © 260 MADISON AVENUE, NEW YORK, WN. Y. 





